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DISCRIMINATION IN LIFE INSURANCE. 


The True Application of So-Called Anti-Rebate Laws. 


By WILLIAM A. FRICKE. 


It is really a misnomer to desig- 
nate as anti-rebate laws the stat- 
utes prohibiting ‘‘ discrimination or 
distinction in favor of individuals 
between insurants of the same class 
and equal expectation of life,’’ and 
the giving of an allowance or dis- 
count to an insurant is the least 
important part of all so-called anti- 
rebate laws. 

To give a rebate, allowance or 
discount of the premium is a viola- 
tion of the law only when given 
direct by the company; and is a 
violation of the law only when 
given by the agent ‘‘ as an induce- 
ment to insurance.’’ Where a re- 
bate is not the consideration or 
inducement to the taking of insur- 
ance it is not a violation of the law 
if given by an agent. 

My friend comes to me and tells 
me that he desires insurance, or if 
you please I solicit him, and he 
signs the application. I offer him 
no inducement or consideration; I 
talk to him only of the benefit and 
necessity of life insurance. When 
I deliver the policy, he accepts it 


and pays the premium; I then tell 
him my commission is 50 per cent., 
which I return to him. Here is a 
rebate, allowance or discount, and 
yet it is not a violation of the stat- 
ute, for the reason that it was not an 
inducement or consideration offered 
to him to take the insurance. In 
every law enacted to prevent dis- 
crimination, the giving of a rebate 
of part of the premium is a viola- 
tion only, when given ‘as an in- 
ducement to insurance’’ except in 
Louisiana, in which state the law 
applies to insurance of all kinds 
and relates only to the companies 
themselves. 
REBATING BY AGENTS. 

The agent, therefore, without 
violating the law, can return to the 
insured any portion of the premium 
or his commission, providing such 
return was not the inducement or 
consideration to taking the insur- 
ance. Only when the rebate is the 
inducement which influences the 
applicant to insure,—only when 
the rebate is the incentive, is there 
a violation of the law. If the ap- 
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plicant wants or needs the insur- 
ance and the incentive or induce- 
ment is the protection provided for 
his family, there is nothing in the 
law which prevents the agent from 
returning any part or all of the 
premium. 

The law does not attempt to dic- 
tate what the agent shall do with 
the money he has earned. If the 
advice, assistance or information 
which an applicant for insurance 
may furnish to the agent is valua- 
ble, there is nothing in the law to 
prevent the agent from purchas- 
ing such advice, assistance or in- 
formation, but the price he pays 
must not be the inducement to in- 
surance. 

The offer to insure as outlined in 
the illustration furnished by the 
agent,—the application with its 
conditions, together with the ap- 
proved medical examination—con- 
stitute the contract of life insurance, 
but such contract is inchoate un- 
til the issuance of the policy and 
the acknowledgment of the payment 
of the premium. Such issuance, 
delivery and acknowledgment com- 
plete the contract, of which the 
policy and premium receipt are 
only the evidence. 

Without confession of the agent 
and admission of the insured that a 
rebate was given, the policy in force 
and premium receipt furnish con- 
clusive evidence of compliance with 
the law. The admission of the in- 
sured alone probably is not suffi- 
cient to convict; if there has beena 
violation the insured has been the 
gainer by the wrong, and even with 
the admission on his part, it would 
require additional evidence to prove 
the guilt of the agent, together with 
proof of the fact, that the rebate 





Insurance Economics. 


was the inducement to the taking 
of the insurance. 


THE COMPANY’S LIABILITY. 

But the return to the applicant of 
part of the premium earned by the 
agent, is the least important part 
of all anti-discrimination laws, al- 
though emphasized the most by the 
companies. Had that part of the 
law been emphasized when pending 
before the legislatures it would 
never have been enacted into law; 
but when presented as a measure 
before the legislature the really 
important provisions were dwelt 
upon, ?@. @.: 

‘*No life insurance company doing busi- 
ness in this state shall make or permit any 
distinction or discrimination in favor of 
individuals between insurants of the same 
class and equal expectation of life in the 
amount or payment of premiums or rates 
charged for life or endowment policies, or 
in the dividends or other benefits payable 
thereon, or in any other of the terms and 
conditions of the contract it makes; nor 
shall any such company or any agent 
thereof make any contract or agreement 
as to such contract other than plainly 
expressed in the policy issued pursuant 
thereto.”’ 

In this portion of the law are the 
essentials preventing discrimination 
to the detriment and injury of the 
policy-holders. 

By ‘‘insurants of the same class ’’ 
are meant, ‘‘ policy-holders arranged 
or grouped according to the kind of 
policies,’’ and while the words “ in- 
surants of equal expectation of life’’ 
of themselves convey no meaning 
and would be difficult to define, fol- 
lowed by the words, ‘‘ in the amount 
or payment of premiums or rates 
charged for life or endowment pol- 
icies,’’ the life insurance man in 


whose towering intellect the law 
was conceived undoubtedly meant, 
and the legislator who innocently, 




















or otherwise passed it, believed it 
to mean ‘‘insurants of the same 
age.”’ 

A company cannot give a rebate 
of a portion of the premium, and 
yet every company violates the law 
in this respect. Officers, employees 
and agents do not pay the full first- 
year’s premium, and this is a direct 
violation, since if it were not, all 
that would be necessary to evade 
the law would be to appoint the 
prospective insurer an agent and 
thus legalize rebating. 


EVASIONS OF THE LAW. 

A mutual company cannot issue 
to some of its members a mutual 
contract, and to others a stock or 
non-participating contract without 
discriminating between insurants of 
the same class and equal expecta- 
tion of life; the mutual policy-holder 
cannot be forced into a gamble as to 
whether the officers have been cor- 
rect in calculating or estimating 
the non-participating rate, without 
violating the law. 

A company cannot raise the rates 
on any form of policy, without dis- 
crimination, unless it increases the 
quitting options of the policy. 

A company cannot issue a special 
contract ‘‘to knock out the other 
fellow’’ without violating the law. 
(See correspondence of Presidents 
Greene and Batterson. ) 

A company cannot insert privi- 
leges and options, which do not 
affect the rate, in some policies, and 
not in others, without discrimina- 
tion. 

A company cannot issue a ten- 
payment policy when a twenty-pay- 
ment or ordinary life has been 
applied for, giving as a reason that 
the applicant is not a good risk, 
without discriminating against the 
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applicant of the same age who has 
taken a ten-payment as a matter of 
choice, who is a good risk and has 
a greater expectation of life. 

A company cannot permit some 
applicants to pay the war tax and 
others not. 

A company cannot without violat- 
ing the statutes permit its agents to 
furnish prospective insurers illus- 
trations which are not plainly ex- 
pressed in the policy and warranted 
by the experience of the company 
and do not show actual results. 

These, and more, are all lost 
sight of, and ignored by, the com- 
pany. The agent is given the in- 
junction, ‘‘thou shalt not rebate, 
but bring home the fish,’’ and 
remember always the eleventh com- 
mandment, ‘‘thou shalt not get 
caught.’’ 

Each company for itself can abol- 
ish rebating in its own agency field, 
and there is nothing in the law 
preventing the companies from en- 
tering into an agreement with each 
other to not themselves violate the 
anti-discrimination laws; but to 
simply agree not to permit their 
agents to rebate by the adoption of 
a resolution and let it go at that, 
has not been a remedy in the past, 
and will hardly prove a panacea in 
the future. 

THE HARDSHIP TO AGENTS. 

Rebating on the part of an agent 
is not always anevil. Nearly every 
agent can mention cases where re- 
bates were given and the policy 
continued, and many are the cases 
where but for the rebate the policy 
would not have been delivered. 

I know of one case where a rebate 
was demanded by the insured offer- 
ing his check for $250 for a $259.50 
premium; the rebate was refused 
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and the policy returned to the com- 
pany. The company was injured 
in not receiving $10,000 of insur- 
ance and an additional premium 
of $259.50 annually; the policy- 
holders of the company were in- 
jured in not receiving the benefit of 
an excellent risk; the agent was 
injured because in complying with 
the requirement of the company not 
to rebate, he was the loser to the 
extent of $483.55 in commissions 
and renewals, and the man too was 
injured in losing a good contract of 
insurance. All concerned injured — 
no one benefited — because it was 
wrong to give a rebate of nine dol- 
lars and fifty cents. The policy 
would have been persistent —the 
commission was only 40 per cent. 
coming to the agent anyway if the 
policy had been delivered, and the 
loss of $9.50 would have been his; 
but he promised not to rebate and 
he didn’t, and he still holds his job. 

In the bright hereafter when that 
agent knocks at the pearly gate 
of Heaven and asks admission, the 
chances are that St. Peter will look 
out, slowly open the door, shake 
his head and say: ‘‘ Better not come 
in, you won’t like it. Even here 
we often rebate and offer induce- 
ments.”’ 

The agent who does not rebate 
often loses business, and it is most 
humiliating for him to be told by 
his friends and acquaintances that 
they would rather place their busi- 
ness with him, but as a business 
proposition they cannot do so un- 
less he can give them the same 
amount off as offered by some other 
agent. 

REBATING AND COMMISSIONS. 

The remedy does not at all lie 
with the agent, and no single com- 


pany can do more than minimize 
the evil in its own field. There 
never has yet been an agreement 
entered into by all companies and 
with which all companies complied, 
and so long as life insurance is 
offered at less than full price either 
by companies or by their represen- 
tatives, the agent is compelled to 
meet competition or lose business. 
There was rebating when commis- 
sions were 15, 20 and 25 per cent., 
but it was not an evil as it now is; 
excessive competition so increased 
the commissions as to make rebat- 
ing profitable, and the constant 
demand by the home office for more 
business made it almost necessary 
for the agent to give life insurance 
away in order to get it. With com- 
missions three, four and more times 
in excess of the loading, rebating 
became an evil and an injury to the 
company and the _ policy-holders 
when the rebated business lapsed, 
because their funds and profits had 
been encroached upon. 


Every man who has ever traveled 
on a railroad pass hates to pay fare 
next time, and so every man who 
gets a large rebate of his first-year’s 
premium, falls an easy victim to the 
agent of another company, if there 
is another large rebate, and the first 
policy lapses at a loss to the com- 
pany which issued it, and so on. 
The man who gets the rebate also 
tells his friends, and if by chance 
any of them have policies in that 
company and were compelled to 
pay full price, they get mad, damn 
the agent and the company, and 
are ready for a twist-easy with 
a rebate. With this information 
passed from one to another, the 
agent is only too often met, espe- 
cially in the large centres of trade, 
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with: ‘‘ How much do I get off?”’ 
The new agent, with a low commis- 
sion company, either soon becomes 
disgusted with the business and 
quits, or leaves to engage with the 
company offering the largest com- 
mission where he can rebate with 
some profit to himself. 


UNIFORM COMMISSIONS. 

Rebating is an evil only because 
commissions on the same kind of 
contracts are not alike with all com- 
panies, and because the amount of 
the commission which a company 
can pay is not limited by law in 
such a manner as to prevent en- 
croachment on the funds belonging 
to other policy-holders. Anti-rebate 
laws and meaningless agreements 
only aggravate the conditions; plati- 
tudes will not cover it up; it grows 
fiercely larger and only cutting to 
the root of the evil will affect a cure. 
Excessive commissions, which have 
made rebating profitable and possi- 
ble, are the result of the mad chase 
for business on the part of the com- 
panies, and there is no agreement 
which will be lived up to, which 
will check the ambition for writing 
a larger volume of business than 
the competing company. 

Every means has been resorted 
to, to hide the extravagance which 
the cost of new business has been to 
the companies. We have drifted 
from the ideal annual dividend plan 
which permitted the policy-holder 
to judge the merit of the company 
by the economy of its management 
and the size of his dividend. We 
have injected tontine wagers and 
deferred dividend periods with fata 
morgana trimmings, to get away 
from the annual accounting to 
policy-holders in the hope that time 
will work out the large cost of the 


new business. We have liberalized 
policies until it seems that the aim 
and end of life insurance is to offer 
the insured chromos to quit. We 
talk of the falling rates of interest, 
and the necessity of computing the 
reserve at a lower rate, when, as a 
matter of fact, to the wisely man- 
aged company, decrease in the inter- 
est rates is not a menace or danger. 
With one exception, and the experi- 
ence of that exception has proven it 
unnecessary — no company has gone 
on a basis below four per cent., ex- 
cept for the purpose of offering 
larger quitting options in the poli- 
cies upon which the reserve was 
calculated at such lower rate, and 
for the purpose of meeting compe- 
tition. 


THE METHODS WRONG. 

Our method of business has made 
it almost an impossibilty for new 
companies to organize and exist. 
Companies vie with each other for 
the largest type and space to inform 
the public how many more millions 
of assets they have this year than 
they had the year before; we no 
longer try to make the millions we 
pay the widow and the orphan the 
crowning glory of our existence, nor 
do we try to impress that the mil- 
lions we do hold are only a trust for 
the beneficiaries of those who will 
die in the future. We force upon 
the people always and continually 
our wonderful accumulation of mil- 
lions and at the same time we create 
a suspicion of an Alladin lamp or a 
skin game, which permits the accu- 
mulation of millions and at the 
same time allows rebating. 

The man who receives the rebate 
has little respect for the company, 
and banks upon the millions of 
assets for the payment of his policy 
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should he die that year; to the un- 
insured, and to the insured who 
pay full premiums, the cost of life 
insurance is too high; they can- 
not understand why life insurance 
should cost so much —they see the 
millions piling up and no decrease 
in cost, and in a measure they are 
right. Size and volume alone do 
not give strength, and the cost can 
be decreased by retracing our steps 
and coming nearer to that ideal of 
life insurance, in which the only 
wager is with death and where the 
company is but the agency for the 
transaction of business for the mem- 
bers who insure themselves, and 
where the officers are but the trus- 
tees of a sacred trust, where the 
accumulation of funds is but for 
security, and not a speculation for 
profit. 
COMPETITION AND COST. 

There can be but little competi- 
tion in rates between life insurance 
companies; whatever the special 
features of the policy offered by 
one company, they can equally well 
be offered by another for about the 
same premium. Asa matter of fact, 
there is but one simple form of 
policy—ordinary life—which re- 
quires but the addition of options to 
transform it into any kind of a con- 
tract issued by any company ; these 
options involve only a question of 
calculation, and every option, ex- 
cept instalment, added to the origi- 
nal simple form, increases the cost 
to the insured. 

Companies cannot and dare not 
cut the rate so as"to make that a 
material inducement; competition 
to secure the risk must therefore 
depend either upon the special merit 
of the company in its management 
and dividends, or the personal in- 


fluence offered by the agent. The 
company which has nothing better 
to offer must necessarily resort to 
high commissions to fill the place 
of special merit, and without know- 
ing it, permit the agent to ‘‘ coolly 
bargain for his business.’’ 

As a rule, the man who receives 
the large rebate is best able to pay 
the full premium; as a rule, too, 
he is right in lapsing the policy at 
the end of the year, for he must 
know that no company can permit 
rebates of 60 to 100 per cent. without 
allowing that much and more as 
compensation to the agent; in any 
event the officers are permitting 
their other policy-holders to ‘‘ pay 
the freight,’’ and if he remains, he 
simply becomes one of those whose 
funds are being used either for ex- 
travagant commissions or rebate. 

There is not an officer of a com- 
pany, nor an agent who would not 
prefer to have rebating absolutely 
and entirely abolished, but the con- 
ditions which have fostered it have 
grown beyond the control of a single 
company and cannot be reached by 
agreement. 

The nearer we come to that old 
original idea of life insurance, the 
lower will be the cost; for with it 
comes that economy of management 
to show results in the returns to the 
policy-holders of excess payments 
and profits as. annual dividends, 
and with it will come a lower cost 
for obtaining new business and the 
minimizing of the evils of rebating. 

THE REMEDY. 

A thousand agreements will not 
effect such a result, but two simple 
laws will: 

I. Every life insurance company con- 


ducted on the mutual plan, or in which 
the policy-holders share in the profits or 














surplus shall make distribution of such 
surplus annually and on all policies, other 
than annual dividend, which provide for a 
deferred dividend period, the company 
shall keep an individual account and fur- 
nish to such policy-holder an annual state- 
ment showing the accumulations on his 
policy; the company shall on its books 
and in the annual statement carry all such 
deferred accumulations as a liability to 
policy-holders, to be used only for the 
purposes and manner for which the same 
were accumulated. 

Such a law would prove of benefit 
to every policy-holder, and would 
promote economy of management 
on the part of the company. The 
law of Wisconsin has substantially 
made this a requirement for years, 
and the Union Central, Northwest- 
ern, New York Life and Connecti- 
cut Mutual practically comply with 
its provisions. Had the question of 
proper division of profits been tested 
by a Wisconsin policy-holder, the 
surplus of one company would have 
come to grief. The law suggested 
is now one of the requirements of 
the Prussian government, and is 
commented upon by the Hon. John 
A. McCall in his article, ‘‘ The 
American Life Insurance Compan- 
ies in Germany,”’ as follows: ‘‘ This 
regulation certainly is in the inter- 
est of individual rights and equities, 
and precludes the misapplication of 
surplus funds.’’ 

With mortality, interest and ex- 
pense as variable factors, we have 
as a consequence a premium calcu- 
lated entirely on the side of safety, 
and true mutuality and perfect 
equity demand, that as soon as each 
policy’s contribution to surplus can 
be determined, such excess and 
profit shall be returned or credited 
to the policy-holder. 
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Mutuality and actual cost in life in- 
surance should be synonymous: 
there cannot rightfully be one with- 
out the other, and neither can be 
attained without such prudence as 
will prevent encroachment upon the 
funds of others, and with such 
economy as will provide that each 
new policy pay its own cost. 

2. No life insurance corporation con- 
ducted on the mutual plan, or in which 
the policy-holders share in the profits or 
surplus, shall pay a commission, fee, brok- 
erage, bonus or allowance of any kind, 
direct or indirect, for obtaining in this 
state an applicant for insurance, in excess 
of twice the loading of the premium of 
the policy applied for, and when such com- 
mission, fee, brokerage, bonus or allow- 
ance shall exceed the expense loading of 
the annual premium, then such excess 
shall be payable only as a second instal- 
ment after the second annual premium has 
been paid in cash to the company, and no 
such corporation shall pay an annual re- 
newal commission to exceed Io per cent. 
during the life of the policy, not exceed- 
ing a period of ten years. 


If two expense loadings is nota 
sufficient compensation, make it 
three, payable in three instalments 
to the agent, but have each policy 
pay its own expense, so that if it 
lapses, it does so at a loss only to 
the holder and the agent. 

Such a law would prove effective 
in that the expense of obtaining 
new business could be verified by 
the insurance department. 

It would minimize rebating, and 
place all companies, large and 
small, old and new, ‘on an equal 


footing in competition for business. 
Such laws alone will give to the 
policy-holders perfect equity and 
actual cost. 
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Continued Adverse Experience in New Hampshire. 


While as a political expedient 
the valued policy bill seems to be 
as popular as ever, its importance 
as an economic relief for over insur- 
ance is on the wane. Some twenty- 
two states have enacted laws of this 
character. During the current year 
a valued policy bill passed in lowa 
was sent to Governor Shaw for sig- 
nature. Mr. Shaw appears to be one 
of the most intelligent and conscien- 
tious state officials in the country. 
He undertook to make an investiga- 
tion upon his own responsibility con- 
cerning the actual effects of the 
valued policy law upon the cost of 
insurance. He sent representatives 
to states where similar laws are in 
force, and secured sworn affidavits 
upon over 800 policies, showing the 
cost of insurance with and without 
the valued policy law. Asa result 
of his investigations the Governor 
said, ‘‘In my mind they are as con- 
clusive as such evidence can be 
that the rate of insurance has been 
very materially increased by reason 
of the valued policy law. In many 
instances it has been doubled, and 
in some cases considerably more 
than doubled.’’ 

Under the circumstances the Gov- 
ernor concluded to veto the bill. 
In his message to the legislature, 
which was an extended one and 
covered the question of valued policy 
legislation very thoroughly, the 
Governor says: 

‘There is no escaping the propo- 
sition that the insured must pay all 
losses, and any law that has the 
effect to increase the hazard must 


necessarily increase the rate. In 
my judgment the state that secures 
the minimum rate will be that state 
that provides a uniform policy, to 
be used by all companies, and that 
limits the amount of recovery to 
three-fourths of the actual loss. 
True insurance is indemnity. 
Nothing in excess of actual loss 
should ever be collectible. In order 
to reduce the loss to the minimum, 
there must be some inducement for 
the owner of the property to throw 
water rather than oil on incipient 
fires. He should be made to realize 
that carelessness, defective flues and 
piles of inflammable rubbish are not 
wholly at the risk of his under- 
writer.”’ 

The action of Governor Shaw is 
but another evidence of the light 
which is gradually being thrown 
upon the evil effects of valued 
policy legislation. He is, we be- 
lieve, the seventh governor of an 
American state who has declined to 
affix his signature to a bill of this 
kind. 

These bills are promoted and 
passed entirely in the interest of 
property owners who desire to col- 
lect more insurance than they are 
entitled to on the basis of actual 
damage. It is patent to any reason- 
able man that a law, which guaran- 
tees to the property owner insurance 
in excess of the actual value of 
property, creates a moral hazard 
and is certain in the course of time 
to increase the cost of insurance to 
allthe insured. This may not be the 
immediate effect of such a law, but 
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as its:purpose becomes more gener- 
ally known among property owners, 
it is absolutely certain to increase 
fire losses and raise the cost of in- 
surance. This is the natural and 
inevitable result, one of the striking 
instances of which is to be found in 
the state of New Hampshire, where 
circumstances have conspired to 
make the operation of the valued 
policy bill more favorable than in 
any other state. But, notwithstand- 
ing this fact, the experience in New 
Hampshire has been decidedly an 
adverse one from the standpoint of 
the property owner who pays for 
insurance. 

The withdrawal of all stock com- 
panies from New Hampshire in 1885, 
after the passage of the valued 
policy law, remaining as they did 
out of the state for the next five 
years, resulted in an extraordinary 
improvement in the physical hazard 
of property located in that state, 
since its citizens, deprived of the 
protection of insurance, were com- 
pelied, as a matter of self-preserva- 
tion to reduce the fire hazard to a 
minimum. Yet despite these very 
favorable conditions the rate of 
burning in New Hampshire, as 
well as the rate of insurance, has 
steadily increased since the passage 
of the valued policy law. The in- 
crease in the rate of insurance is 
perfectly natural. The increased 
rate of burning, as well as the 
increased cost of inspecting risks, 
in order to prevent over insurance, 
effects a very material increase in 
the cost of doing business to the 
insurance companies, which can 
only be covered by an advance in 
the rates. The annual report of 
the insurance department of New 
Hampshire, which has just been 


issued, shows the following results 
in that state since the passage of 
the valued policy law in 1885: 


Ratio of 

burning 

to risks. 
-0047 
.0066 


Five years, 1886-90 
Five ‘‘ 1891-95 
Four ‘‘ 1896-99 

These statistics show that New 
Hampshire’s valued policy law has 
not helped the property owner in 
any respect, but on the contrary 
has been a source of constantly in- 
creasing cost to him. And yet, 
the insurance commissioner of that 
state, apparently for no other rea- 
son than his affiliation with the 
promoters of the law, has, in his 
annual reports from year to year, 
sought to deceive the people of New 
Hampshire as to the actual results, 
by the publication of meaningless 
statistics, designed to convince the 
property owners that the payment 
of a higher rate of insurance is an 
excellent thing so long as it appears 
to justify the passage of the law. 
Where political reputations hang 
upon the success of bad legislation it 
is, perhaps, not strange that a state 
official, appointed for the purpose 
of promoting public interest, should 
feel compelled to juggle with the 
facts and congratulate the citizens 
of New Hampshire from year to 
year upon conditions which have 
steadily increased the cost of their 
indemnity. 

While New Hampshire property 
owners have been paying more each 
year for their insurance, the prop- 
erty owners of other New England 
states, where no valued policy Jaws 
exist, have been paying less. The 
following comparison between New 
Hampshire and the other New Eng- 
land states shows the actual results: 
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NEW HAMPSHIRE. 


Ratio of 
burning 
to risks. 


.0060 


Fourteen years, 1880-93 
: .0064 


Six “1894-99 
OTHER NEW ENGLAND STATES. 


Fourteen years, 1880-93 .0066 
Six *« 1894-99 .0051 


From this it will be seen that the 
rate of burning in New Hampshire 
under the valued policy law during 
the past six years, has increased 
four points over the previous aver- 
age, and in the rest of New England 
(without any valued policy law) 
the rate of burning has decreased 
fifteen points. In New Hampshire 
the rate of insurance has increased 
thirteen points, while in the rest of 
New England it has decreased three 
points. We fear the people of New 
Hampshire will continue to be con- 
gratulated complacently upon the 
splendid results achieved under the 


valued policy law, until its insur- 
ance department is presided over by 
some one who has sufficient courage 
to present the actual facts. 

The facts in regard to the adverse 
experience in New Hampshire under 
the valued policy law were first 
called to public attention by InsuR- 
ANCE ECONOMICS in its issue of 
December, 1899. At that time the 
insurance commissioner was given 
an opportunity to comment upon or 
reply to the presentation made. In 
response thereto, he said: ‘‘As I 
have no desire to enter into any 
newspaper controversy I feel obliged 
to decline your kind invitation. The 
proper place, in my estimation, to 
give my opinion on such matters is 
in my annual report.’’ The com- 
missioner failed, however, to give 
the matter attention in his last 
annual report. 





REVIEW OF THE MONTH 


LIFE INSURANCE. 


The continued discussion of the proposi- 
tion to value ordinary life and endowment 
policies during the first 
year as term insurance, 
—for the purpose of pro- 
moting the special interests of companies 
which are unwilling to meet established 
standards of solvency,— shows it to be one 
of the most important problems confronting 
life insurance. The attempt to induce the 
state departments to depart from sound 
principles of valuation has grown so per- 
sistent that great vigilance is required to 
prevent its consummation. Retaliation 
against the companies located in the states 
whose ifsurance commissioners have op- 
posed the project has been openly threat- 
ened and in one instance put into execu- 
tion. The examination, at this time, of one 
of these companies by an outside state de- 
partment, employing for its purpose a 
special examiner who has been the paid 
attorney of the leading company interested 
in promoting the one-year term valuation, 
will be interpreted in but one way. 


First Year Term 
Valuation. 


Many of the leading insurance peri- 
odicals have taken a strongly partisan 
attitude upon the question, and, influenced 
apparently by the special interests of pa- 
trons, have pledged themselves to the sup- 
port of the one-year term valuation. There 
has rarely been a time when clear, unbi- 
ased and disinterested comment on the 
part of the insurance press was more 
essential to the welfare of life insurance, 
and yet devotion to special interests is 
perverting the judgment and influencing 
the opinions of many who will, doubtless, 
strongly resent such an imputation. The 
one-year term valuation threatens sound 
life insurance no less than the perverted 
principles of assessmentism, and yet some 
who, in the past, have arrayed themselves 
against the system which kept the reserve 
in pockets of the insured, are now warmly 
advocating a plan which will put the re- 
serve in the pockets of the management. 
The attempt to disguise the illegitimate 
appropriation under the form of a contract, 


claimed to be legally impregnable, does 
not conceal the facts. A thing is not nec- 
essarily right because it is legal. Wrongs 
of the grossest kind have frequently been 
perpetrated under the arm of the law. No 
amount of sophistry or special pleading 
can blot out the fact that the primary pur- 
pose of the scheme under discussion is to 
appropriate the first-year’s reserve for ex- 
penses or for the enrichment of stock- 
holders. This was the original form which 
the plan took, without any attempt to give 
it a legal sanction by contract. The oppo- 
sition of state departments alone has forced 
the advocates of the term valuation into the 
open and compelled them to cover the 
illegal appropriation by a contract which 
they hope the courts will sustain. 


¥ 


The positive position taken by this maga- 
zine upon this matter of term valuations 
Criticism of This "#8 excited bitter hos- 
Magazine. tility and caustic criti- 

; cism. Its attitude upon 
all questions under discussion is well 
understood. It views things from the 
standpoint of economics and not special 
interests. In the pursuit of that policy, it 
certainly will not hesitate to depart from 
academic discussion whenever an impor- 
tant principle is at stake. We desire that 
our readers shall understand the facts. It 
is well at this time that the truth be clearly 
and boldly spoken, without confusing 
verbiage or politely discursive phrases. 
This magazine is, fortunately, free to ex- 
press its convictions without reservation. 
We feel that our attitude upon the one- 
year term reserve is right, and are content 
to wait’ for time to demonstrate the truth. 

The advocates of the one-year term re- 
serve who, as the result of a statement 
made by Mr. Emory McClintock in the 
May number of this magazine, can no 
longer count upon the support of this dis- 
tinguished actuary, have centered their 
hopes in Mr. Thomas B. Macaulay, actuary 
of the Sun Life of Montreal, and President 
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of the Actuarial Society of America. In 
response to a letter addressed to Mr. Ma- 
caulay by the editor of INSURANCE Eco- 
NOMICS, Mr. Arthur B. Wood, assistant 
actuary of that company, writes in the 
absence of Mr. Macaulay abroad, that while 
the Sun Life did, for a short period, issue 
ordinary life and endowment policies 
which, by the terms of the contract, pro- 
vided only for term insurance during the 
first year, it has now done away with that 
contract, and will in the future issue only 
the old form of policy. Thus another 
actuarial prop has slipped away, and fhere 
seems to be very little, if any, support left 
the one year term reserve. 

During the past month the American Er- 
change & Review and the Surveyor have 
joined the IJnsurance Field, Adjuster and 
INSURANCE ECONOMICS in opposing the 
one-year term valuation. The American Ev- 
change & Review points out that the plan 
is designed merely to relieve the insurer 
of an obligation in ‘‘ order to make a show 
of surplus’’; that it arises out of the exces- 
sive cost of new business, and is designed 
to appropriate the first-year’s reserve for 
expenses, with which it has nothing to do. 
It shows that the plan of term valuation by 
special contract, or otherwise, might en- 
tirely destroy the principle of valuation, 
and says that ‘‘the project is in favor of 
starting temporary new companies, further 
continuance of weak ones and expansion 
of established ones confident of making up 
present deficiency by surplus decrement 
and restoration of future accretions.’’ The 
suggestion that term valuation might as 
effectually extinguish the reserve as asses- 
mentisi is dwelt upon. 

¥ 

The Surveyor makes an exceptionally 
clear and concise statement of the case. 
A Concise ****y*: 

‘‘In order to get a clear 
Analysis. ; ape 
view of the matter it is only 
necessary to ask yourself why was this 
scheme devised. There is one true answer : 
to avoid the requirements of net valuation 
of the real contract. 

“If the standard of valuation forced 
upon a company is more severe than is 
demanded by the condition of the com- 
pany’s lives and affairs and probable ex- 
perience, the fault lies in the enforcement 
of such a valuation upon such a company, 


and not in the theory of valuation. The 
proper remedy is to allow the valuation 
standard to conform with the conditions of 
that particular company. But to take the 
other course and evade the valuation, by 
arbitrarily undermining the proper theory 
of valuation, is wrong. Two wrongs never 
makearight. You cannot condone a thing 
that is essentially wrong by the excuse 
that it is done to counteract another, pre- 
ceding and established wrong... . 

‘“‘It must be kept in mind that we are 
discussing this question from the stand- 
point of the interests of the accepted 
theory of true life insurance and without 
favor or prejudice. It may be that the 
practise has been the salvation of some 
new or weak companies, but that consid- 
eration does not alter our opinion that the 
practice of arbitrary evasion of the first 
year’s reserve, on a policy that does not 
purport to be a term policy, is not only 
wrong, but it is dangerous, beeause it 
makes a serious breach in the defences of 
life insurance.’’ 

The Surveyor states that the only con- 
tract which can be approved is a one-year 
term in which the gross premium charged 
is a one-year term premium with the privi- 
lege of a substituted renewal by different 
contract. But nothing would be gained by 
such a contract, since it could not be sold 
to the insured, and would not help the 
company, which seeks solely to obtain for 
expenses the reserve provided in the ordi- 
nary life and endowment premium. 


aa 


The article upon rebating contributed to 
this number of INSURANCE ECONOMICS by 
Bic, Pests Mr. William A. Fricke, isa 

. notable one, and will attract 

on Rebating. 
widespread attention for its 
frank, detailed discussion of this question. 
Much has been said in the past few years 
about rebating. It has been discussed up 
and down, backwards and forwards, and 
from every conceivable position. Yet the 
cure for this evil, which to-day affects the 
business more profoundly, perhaps, than 
anything else, is apparently as remote as 
ever. Mr. Fricke, however, injects fresh 
life into the discussion, presents some strik- 
ing new phases, and throws a very strong 
light upon some of its more aggravating 
features. Mr. Fricke’s experience in the 
life insurance field, first as insurance com- 
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missioner of Wisconsin, and more recently 
as the New York manager of a large life 
insurance company, has, perhaps, given 
him an exceptional opportunity to observe 
the effects of rebating in its different 
phases. Asa practical worker in the field 
Mr. Fricke is comparatively a new-comer. 
His experience, therefore, from his own 
point of view, has been a very severe one, 
and it may impress him more forcibly than 
others who have been longer engaged in 
the business, and have seen the practice of 
rebating gradually grow and develop in 
strength. Another fact, which doubtless 
has served to emphe-ize Mr. Fricke’s ex- 
perience, is his service with a company 
which takes a most emphatic position upon 
the question of rebating, and holds its 
agents in check with a strong hand. 


Nevertheless, what Mr. Fricke has to say 
will appeal with great force to a large 
number of the field workers of life insur- 
ance. He throws aside all sentiment in 
connection with the matter and deals with 
it in its practical competitive aspects. 

Mr. Fricke touches an important phase 
of the problem when he says, ‘‘ Rebating 
is an evil only because commissions on the 
same kinds of contracts are not alike with 
all companies.’’ This proposition strikes 
directly at the question of uniform com- 
missions. He states that so long as some 
agents are allowed higher commissions 
than others, the rebate evil will exist. He 
does not believe that a uniform commission 
can be procured by agreement between the 
companies, and believes the matter can be 
regulated only by legislation. He suggests, 
therefore, the enactment of a law prohibit- 
ing any company conducted on the mutual 
plan, from paying a flat commission exceed- 
ing two expense loadings, and limiting re- 
newal commissions to ten per cent. for a 
period not exceeding ten years. He pro- 
poses also that where a flat commission 
equal to two expense loadings is paid, it 
be distributed over the first and second 
year, and that the second instalment be 
paid only when the second premium is paid 
incash. Mr. Fricke suggests two expense 
loadings, but says if necessary it may be 
made three, except that in such an event 
it shall be spread over three annual instal- 
ments, so that in no year shall the com- 
mission paid exceed the expense loading. 
Mr. Fricke contends that such a law would 


not only minimize rebating, but place all 
companies on an equal footing in competi- 
tion for business, and secure perfect equity 
and actual cost to the policy-holder. 


> 


The competitive aspects of rebating have 
been previously discussed in this magazine. 
Competitive Aspects rein eg __ 
of Rebating. contro ing factor in 

the situation to-day. 
The ethical standards of men, who stand 
equally high in the community, are so dif- 
ferent that little can be accomplished by 
appealing to the moral sensibilities of 
those engaged in the business. Each com- 
pany, each agent, and each applicant for 
insurance, must settle for himself, within 
his own conscience, whether discrimination 
between policy-holders is right from an 
ethical point of view. With a majority of 
men this argument will have small weight. 
The commercial instinct is always upper- 
most. The desire to purchase the most for 
the least amount of money is inborn in 
human nature. All other things being 
equal, the lowest price will attract the 
trade. From a commercial point of view, 
rebating in life insurance is merely a cut 
rate. In every other line of business rate 
cutting has been regulated by competitive 
agreements, and not by an appeal to ethical 
standards. So far as the State is concerned, 
itis perfectly proper to decree that there 
shall be no discrimination between policy- 
holders of the same class. But this has not, 
and cannot, by the very nature of things, 
regulate competition. Rate cutting in life 
insurance will exist so long as there is 
unregulated competition in the payment of 
agency commissions. The agent who can 
return the largest cash discount will get 
the business. The agent who can pay the 
largest discount will be the one who re- 
ceives the most commission. Differential 
commissions are, unfortunately, a fruitful 
source of rebating. A uniform commission 
for all agents will probably stop most of 
the rebating now extant. It will not stop 
it altogether; nothing can. The action of 
the National Association of Life Under- 
writers at its last annual convention, in 
declaring in favor of reduced first year 
commissions and increased renewals, was 
based upon the assumption that there 
would be uniform action between all the 
companies. The company which reduces 
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commissions without the co-operation of 
other companies may prevent its own 
agents from rebating, but it places them at 
a disadvantage with the agents of com- 
panies receiving higher commissions. 
Many of the companies are prepared to-day 
for a uniform commission, but not enough 
to insure definite results in the immediate 
future. The probability is that competi- 
tion will in time compel all the companies 
to consider this phase of the question seri- 
ously, if in the meantime Mr. Fricke’s 
suggestion in regard to State legislation 
does not bear fruit. Possibly nothing will 
be done until the companies are forced to 
action by an expression of public sentiment 
through the legislatures. 


- 


The Massachusetts Legislature has 
passed, and the governor has signed, the 
bill introduced in the 
early part of Febru- 
ary by the Massa- 
chusetts life insurance companies, effect- 
ing important changes in the basis of 
reservation and cash surrender charges. 
The new law establishes an American three 
and one-haif per cent. reserve upon all 
policies issued after January I, Igor. 
The policies issued prior to that date will 
continue to be valued upon the Actuary’s 
four percent. basis. The basis of surrender 
charge is changed from eight per cent. of 
the insurance value to five per cent of the 
present value of the future net premiums. 

The history of this measure, together 
with an analysis of all its features, has 
been published in previous numbers of this 
magazine. It is a very complete law, and 
effects several radical changes which will, 
doubtless, have an important effect upon 
the future growth and development of the 
Massachusetts companies. The lawis much 
more elastic than previous measures, and 
in this respect is designed to free the Mas- 
sachusetts corporations from restrictions 
which have interfered with successful com- 
petition with companies of other states. 
In deference to the wishes of outside 
companies the bill, as finally passed, pro- 
vided for a surrender charge upon policies 
paid up by their terms equal to five per 
cent. of one single premium. The outside 
companies have, of course, no direct inter- 
est in the matter except so far as the general 
principle is concerned. The large New 


Massachusetts’ New 
Reserve Law. 


York companies, particularly, have an 
immense volume of reserves invested in 
paid-up policies and do not desire legisla- 
tion in any State, recognizing the principle 
that these reserves can be withdrawn at any 
time without a proper surrender charge. 

It is anticipated that New York State 
will soon follow the example of Massachu- 
setts in the adoption of a cash surrender 
law. 

The new law will establish the American 
three and one-half per cent. table as the 
basis of valuation practically for the entire 
country, since the vast bulk of the business 
is done by companies reporting to the Mas- 
sachusetts department. While premium 
charges may not be materially advanced, 
the tendency will be to decrease dividends 
to policy-holders. The assumed mortality 
under the American table runs very much 
closer to the actual than the Actuary’s 
table. The former averages about ten per 
cent. above the actual mortality and the 
latter about fifteen per cent. 

The effect of the new law upon the rates 
of Massachusetts companies is as yet unde- 
termined. Under the Actuary’s four per 
cent. the rates of all Massachusetts com- 
panies have, for some time past, been 
uniform. Although the new law estab- 
lishes an interest assumption of three and 
one-half per cent, it also provides that any 
company so desiring may use a three per 
cent. assumption, and that its policies shall 
be valued by the department upon that 
basis. This provision was inserted at the 
request of one of the Massachusetts com- 
panies which has seriously considered go- 
ing to a three per cent. reserve. The 
remaining State companies have no desire 
to take this step. Should there be a differ- 
ence in the basis of valuation it will, of 
course, render uniformity in rates impos- 
sible. A conference upon the matter has 
taken place, and it is possible that all 
of the Massachusetts companies may decide 
to value their policies upon the three and 
one-half per cent. basis, and promulgate 
uniform rates. 

> 

The Equitable Life Assurance Society 
announces that during the first quarter of 
The Enquitable’s 1900 it hae gained wore 
Progress. insurance in force than 

during the same quarter 
of any year since the panic of 1893. It is 
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noteworthy that emphasis is laid, not upon 
the amount of new business written, but 
upon the actual gain of insurance in force. 
At the opening of the campaign in 1900, 
under the Equitable’s revised plan of pay- 
ing commissions, its officials announced 
that it was immaterial tothem whether or 
not they wrote more new business in 1900 
than in previous years. They claimed that 
the amount of new business done by a 
company is not a criterion of success. 
Since the Society began to compensate its 
agents upon the new plan, much has been 
said concerning the success of this project; 
but it seems to have held its agency force 
well in hand and transacted a satisfactory 
amount of business. Not unnaturally, the 
Equitable Life has been subjected to criti- 
cism. It is asserted that the Society is not 
strictly adhering to its reform plan of com- 
pensation, and also that the gross rates of 
commissions paid under the new contracts 
are larger than anything yet known, and 
are really less economical than the plans 
of compensation adopted by some of its 
leading competitors. 


It is absolutely impossible, at this time, 
to consider these points of criticism. It 
may or may not be true that the company 
is departing from its announced plans, and 
that its gross commissions are excessive; 
but something more than current report is 
necessary to substantiate such a statement. 
No judgment can be passed upon the eco- 
nomic effects of the reform inaugurated by 
the Society until the published results of 
the year’s business are available. Even 
then its efficacy cannot be fully deter- 
mined. It will be some years before its 
effects will be completely seen, and these 
effects will, perhaps, not be so apparent in 
the annual statements as in the actual 
results to policy-holders, which is the final 
test in every case. It is the test which is 
being applied more and more to those who 
are offering life insurance contracts to the 
public. Large results and immense accu- 
mulations are accepted less and less as a 
standard of merit. The question of cost to 
the policy-holder predominates. This fact 
is steadily effecting changes in the busi- 
ness, which would not have been brought 
about in any other way. Reforms in life 
insurance, as in everything else, rest with 
the purchasers. The educational work of 
the conservative company is being felt, 


although the ambition for large results 
seems to burn as fiercely as ever. Yet 
there is, undoubtedly, an increased desire 
on the part of life insurance companies to 
effect changes which will moderate the 
cost of insurance to policy holders. Those 
who are interested in the highest welfare 
of the business are watching the progress 
of the Equitable Life’s reform movement 
with great interest. They feel that it is 
only necessary for the Society to adhere 
strictly to its program to reap due rewards 
in the future. 


- 


Much interest in life insurance circles has 
been excited by the recent attempts to es- 


Establishing New tablish new companies 
Com ag upon a legal tfeserve 
P : basis. These attempts 


are by no means unique, but appear of late 
to have received a new impetus. It is an 
interesting fact that no new level premium 
life insurance company, organized since 
1867, has attained conspicuous success. 
This is due to a number of causes, among 
which may be named, excessive competi- 
tion and the fact that existing corporations 
have been fully able to supply public de- 
mands, as well as to afford ample oppor- 
tunities for men of talent and ambition. 
The unsuccessful attempts to organize new 
companies have often been ascribed, erro- 
neously, to exacting State tests of solvency ; 
but these tests have never been so severe 
that they could not have been readily 
overcome had the right men, backed by 
sufficient funds, stepped forward in an 
effort tocommand public patronage. When 
the business of life insurance no longer 
affords room for the advancement of men 
of ability, or when existing corporations 
are no longer able to supply the public 
demand for life insurance, new companies 
will be organized and the exacting condi- 
tions created for the protection of the pub- 
lic will be readily met. It is possible that 
such a time is at hand; that these condi- 
tions account in a measure for the recent 
efforts expended toward the organization 
of new companies. The popularity of life 
insurance in America to-day certainly af- 
fords very encouraging prospects, provided 
the new enterprises are managed by expe- 
rienced and skilful men, backed by suf- 
ficient capital to overcome competitive 
conditions. If new companies ‘can offer as 
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good a contract as those now sold by exist- 
ing companies, or can improve upon the 
methods of established corporations, they 
can attain success and meet inflexible state 
standards, without asking for special priv- 
ileges. The habit of ascribing failure to 
the existence or to the absence of State law 
is a bad one. The plea is made almost 
wholly as an excuse for the failures of the 
incompetent. 


> 


As the result of a hearing before the 
Committee on Commerce of the National 


The Moetec!’s Ap- House of Representa- 


Phy urate tives, given to Presi- 
peal to \ongress. dent McCurdy of the 


Mutual Life and the company’s counsel, 
General B. F. Tracy, that committee 
drafted and submitted to the House a reso- 
lution, requesting the Secretary of State to 
take all steps which may be necessary and 
proper to obtain from the Government of 
Prussia a revocation of the order excluding 
the Mutual Life from that country. Con- 
gress adjourned, however, without acting 
on this resolution. 

The Mutual Life’s appeal to Congress 
has excited widespread attention. The 
propriety of such an appeal has been vari- 
ously viewed. It is probable, however, 
that the company would not have carried 
its case to the United States Government 
had it not felt there was some substantial 
grounds upon which it could ask for relief. 
There seems to be no reason why this com- 
pany should not make the matter the 
subject of diplomatic negotiations if it feels 
that it has been unjustly treated. The 
Prussian Government has practically de- 
clined to negotiate with New York State 
through the channels of diplomacy, which 
renders it necessary for the company to 
appeal to the national government, if it 
expects to make any use whatever of this 
agency. 

It is somewhat difficult to get at the 
merits of the Mutual Life’s controversy 
with the Prussian Government. The Prus- 
sian authorities have undoubtedly been 
very arbitrary in their demands. Never- 
theless, one of the large American com- 
panies has seen fit to comply therewith in 
every respect, and its officials have taken 
occasion to state publicly that there was 
nothing required which was against the 
best interests of the company. The prin- 
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cipal difference of opinion appears to be in 
the mattter of stock investments. The 
New York Life was willing to sacrifice its 
investments of this kind for the purpose of 
securing readmission to Prussia. Similar 
sacrifice on the part of the Mutual Life 
would have meant considerably more to 
that company, since a very substantial 
portion of its assets are invested in gilt 
edge stock securities. There is no reason 
why the merits of this controversy should 
not be passed upon by the United States 
Government, and its good offices used on 
behalf of the Mutual Life, if the circum- 
stances seem to warrant it. 


> 


The semi-annual meeting of the Actuarial 
Society of America was held in New York 
during the third week 
in May. None of the 
papers presented by 
members of the Society bore directly upon 
current problems, with the exception of 
that presented by Mr. J. G. Van Cise, 
actuary of the Equitable Life, who dis- 
coursed upon “The Duties of an Actuary 
from a Practical Standpoint.’’ He dis- 
cussed features of competition relating to 
policy forms, twisting and dividends. He 
believed it to be the duty of the actuary to 
oppose dangerous innovations in the policy 
contract, often made, as he expressed it, 
for the sole purpose of ‘‘ beating the other 
fellow.’’ He believed that the actuary’s 
first consideration in approving a contract 
should be that of safety and not of popu- 
larity. He said: ‘‘The accumulated sur- 
plus of the past should not be relied upon 
to meet the loss of the future, or the profits 
of the high premium policy be used to 
make up the shortage on policies issued at 
less than the cost of the contract privileges 
given.’’ While he admitted that from one 
point of view a large body of new business 
might be desirable, yet there were some 
things “ better even than a large new busi- 
ness, or a large amount of assurance in 
force, among which are economy of man- 
agement, liberal dividends for policy- 
holders, and a large surplus for their 
future benefit and security.’”” Mr. Van 
Cise did not undertake to say how much a 
company could afford to pay for new busi- 
ness, admitting that there will always be 
honest differences of opinion upon this 
subject; but he thought the infiuence of 


Actuary Van Cise 


on Competition. 
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actuaries should be upon the side of wise 
economy and against the demands of offi- 
cers and agents whose energies are devoted 
entirely to obtaining large sums of new 
business. He said there was a limit, be- 
yond which the percentage of commissions 
should not go, and it was the duty of the 
actuary to ascertain this limit, and contend 
for its maintenance. 


* 


Mr. Van Cise dealt with the question of 
twisting by saying that the only defence 


Why Twisting Should for this practice is, 


that the company 
+ Sane to. which the in- 


sured is transferred will pay larger divi- 
dends in the future. He met this argument 
as follows: ‘‘ Saying nothing about the loss 
of reserve and interest in surplus which 
is generally involved in making such 
changes, and the double initial expense 
for commissions, medical examinations, 
etc., which must be incurred, does this 
hope of larger future dividends justify the 
change? The experience of the past may 
not be duplicated in the future, for the cir- 
cumstances which have made large profits 
possible in some companies are constantly 
changing, and the elements contributing 
to success in this direction are not neces- 
sarily permanent. Furthermore, the ques- 
tion of management must always be 
considered, for those who have been pre- 
eminent must die, and in the future great 
administrative talent may be developed 
where it has been wanting in the past.’’ 
Mr. Van Cise strongly deprecated the 
declaration of dividends which have not 
been fairly earned. His connection with 
the Equitable Life gives the subjoined 
statement on his part special significance. 
‘‘ Notwithstanding the tendencies of the 
times in other branches of business, there 
is no probability, for many obvious reasons, 
that any attempt will ever be mide to form 
a combination, or trust, of American life 
assurance companies. Nevertheless, there 
is no good reason why the regular com- 
panies, which we represent, should not 
live together in unity and work together 
for the common good in the endeavor to 
eradicate any evils which may arise in con- 
nection with the business. There will 
always be a difference in the magnitude of 
assets and amount of assurance in force, 
but we should always remember that we 


have a common object in view, and like the 
human body, of which, when even one of 
the smallest members suffers, all the other 
members suffer with it; so when one com- 
pany is unjustly assailed all other compa- 
nies should feel the attack and present a 
united front to the common enemy. The - 
enormous accumulation of trust funds in 
the shape of reserve and surplus, which 
will naturally increase for many years to 
come, will offer great temptations to the 
greedy and umprincipled politicians who 
are too often sent to our State legislatures, 
and the instinct of self-protection and self- 
preservation should lead us to act together 
in resisting the imposition of the increased 
burdens of taxation which are constantly 
threatened.”’ 


¥ 


Among the questions informally dis- 
cussed by the Actuarial Society was that of 


Annuity Rates and annuity rates. The 
sale of annuities in 


Mortality Tables. ao 
life insurance is con- 


stantly increasing, and enters very largely 
into the calculations of the dfferent com- 
panies. The attention of actuaries has been 
drawn to an apparent inadequacy in the 
present basis of determining rates. The 
mortality tables upon which life insurance 
premiums are based were formerly used for 
calculating annuities, but owing to the fact 
that the experience of the companies under 
these tables is so favorable, it was found 
that annuity rates made thereon were 
much too low. This phase of the situa- 
tion has led to many recent changes in 
the annuity charges of the various com- 
panies, but the basis of determining rates 
is by no means uniform. Some of the com- 
panies use Finlaison’s English tables while 
others have adopted an assumed mortality 
of two-thirds of the Actuary’s four per cent. 
table. Others have taken three-fourths of 
the American three and one-half per cent. 
table. Some three years ago Actuary 
Weeks of, the New York Life and McClin- 
tock of the Mutual prepared annuity rates 
from the experience of their own com- 
panies in connection with several standard 
annuity tables, including government an- 
nuitants and the British Peerage tables. 
These tables were adopted January, 1898, 
by the New York, Equitable, and Mutual 
Life. During the past year they have been 
adopted by the Travellers’ and Mutual 
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Benefit, and it is probable that other com- 
panies will use this basis of calculation. 
Under this table, $1000 will purchase an 
annuity of $59.07, at age 4o, for males, and 
$54.88 for females. At age 60 the same sum 
will purchase $93.81 for males, and $84.10 
for females. The rates for females are 
higher at all ages, showing that the mor- 
tality experience on this class of annuities 
is much more favorable than in the case of 
the males. 

A new combined mortality table for 
American companies was also discussed. 
The question was asked whether the time 
had not arrived when it was possible for 
the American companies to formulate a 
table which would approximate actual 


experience more nearly than anything yet 
devised, and enable the companies to effect 
modifications in the charges to policy- 
holders. The drift of opinion seems to be 
that such a time had not yet arrived, be- 
cause the American companies are now 
progressing so rapidly and acquiring such 
a large amount of new blood, that a table, 
based upon current experience, would 
not furnish an adequate basis _ for 
premium charges. The opinion was ex- 
pressed that such a time would not 
arrive until the inflow of new blood 
was about equalized by the termina- 
tions. In other words, when the amount 
of the insurance in force maintained itself 
at a level. 


FIRE INSURANCE 


The attention of companies and agents 
during the past month has centered upon 
The Multiple the work of the Com- 
A Chattins, mittee of Twenty-seven 

gency Uv ; 

in relation to multiple 
agencies and annexes. The same question 
is being handled by the conference com- 
mittees of the Western Union and the 
National Association of Local Fire Insur- 
ance Agents. The plans for the solution 
of this problem, which have been consid- 
ered by the committee, were discussed in 
the last number of this magazine. The 
committee strongly favors a pronounce- 
ment in favor of single agencies for all 
companies in cities of 100,000 inhabitants 
or under, with a suitable definition of the 
word ‘‘company’’ as embraced in such a 
rule. It is understood also that the con- 
ference committees of the Western Union 
and the National Agency Association favor 
a similar declaration. There has been 
some communication upon the subject be- 
tween the committee sitting in New York 
and those sitting in Chicago. After con- 
sidering the matter, the Committee of 
Twenty-seven has concluded that, in view 
of the annexes, is inexpedient to favor a 
single agency rule. In place thereof a 
dual agency for all parent companies will 
be recommended, the annex organizations 
absorbing the second agency privilege. 
The circumstances which governed the 
committee in this conclusion were fully 
in INSURANCE Economics for 


outlined 
May. 


The annex question is extremely com- 
plicated, and cannot be dealt with lightly. 
It involves rights and privileges which 
make the problem a most delicate one, and 
renders its adjustment next to impossible. 
The sentiment in favor of a single agency 
system is so general as to insure its adop- 
tion for the entire country, provided an 
agreement can be reached upon the ques- 
tion of annexes. 

We fear a mistake has been made in 
attempting to bring these two problems 
together for adjustment at the same time. 
The more the matter is considered the 
more it becomes clear that the co-relation 
between multiple agencies and annexes is 
too slight to make the settlement of one 
problem hinge upon the adjustment of the 
other. We know that in the expression of 
this opinion we are taking a position some- 
what contrary to the popular view, but in 
accordance with the avowed policy of this 
magazine, which is to discuss the problem 
of underwriting from the standpoint of 
economics and not special interests, we 
feel compelled to present the facts as they 
have occcurred to us from a somewhat 
extended study of the situation. 

¥ 

There now exist more than twenty-five 
companies whose stock is owned or man- 
Case of agement controlled by other 
A companies. There are, in addi- 

nnexes. , ia: 
tion, some fifteen organizations 
known as “‘ underwriters’ agencies.’”’ Un- 
like the multiplication of agents, which 


























represents expansion and increased com- 
petition in fire insurance, the creation of 
these forty-odd subsidiary organizations, 
speaking as a whole, clearly represents con- 
traction and reduced competition. Their 
development has been in accordance with 
a natural economic law operating in all 
lines of industry; namely, concentration. 
The number of competing companies is 
constantly growing less. The annex or- 
ganizations represent simply one phase of 
the general centralization which is in 
progress. They have not, as stated, created 
additional competition, but have merely 
replaced corporations which have been 
compelled to retire from the business. If 
the annexes were wiped out, one of two 
things would happen; independent new 
companies would be organized, creating a 
class of competition more objectionable, 
perhaps, than that which exists; or the 
business written by these annexes would 
be absorbed by the great companies, and 
the concentration become much more 
marked than at present. The results in 
either case would be profound, and per- 
haps disastrous, to the interests which are 
now opposing the annexes. The annex 
organizations, whether in the form of in- 
corporated companies or underwriters’ 
agencies, were not created for the purpose 
of multiplying agency representation or 
securing privileges to parent companies 
denied to other corporations. We speak 
of annexes as a whole, recognizing that 
there may be individual cases in which 
this motive controlled. 


> 


It has seemed, viewing the matter in a 
non-partisan light, that since the primary 
cause of annexes 
is entirely distinct 
from that of the 
multiplication of agencies, the, attempt to 
bring these two questions together for ad- 
justment at the same time may effectually 
defeat the settlement of either or both. 
The annexes have grown up along natural 
lines, and not in defiance of proper rules 
of competition. Will the circumstances 
admit a settlement of the multiple agency 
question which will deprive the annex 
organizations of a single agency privilege? 
It is certainly clear that they will not in 
the case of incorporated companies. Can 
any different rule be applied in the case of 


Incorporated and Unin- 
corporated Annexes. 
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underwriters’ agencies? It seems to us 
not, unless these organizations have been 
established for the distinct purpose of mul- 
tiplying agents. In such a case public 
sentiment would tend to defeat the object 
aimed at. The formulation of an inelastic . 
rule regarding annexes would be so revo- 
lutionary as to defeat the whole propa- 
ganda in favor of single agencies. It is 
extremely difficult to see how a rule can be 
drafted which will apply to a portion and 
not all of these organizations. The legal 
distinction between incorporated and unin- 
corporated annexes cannot be considered 
in connection with a problem which relates 
entirely to the internal economics of the 
business. So far as rights and privileges 
are concerned, the differences are purely 
technical and unessential. 


¥ 


It has been suggested that the trouble- 
some question of annexes will be solved 
by the incorporation 
of the so-called un- 
derwriters’ agen- 
cies. The mere act of incorporating, 
however, would not change the actual 
status of the unincorporated annexes in 
the competitive field. There would be 
just as many competing companies and 
agents in existence as before. What ad- 
vantage is there in insisting upon the 
incorporation of underwriters’ agencies? 

In dealing with the question of multiple 
agencies, it does not seem to us possible to 
successfully effect any legal change in the 
status of annexes, or to establish any rule 
which will curtail their business unless 
such annexes are established clearly for 
the purpose of defeating the application of 
a single agency rule. But a case of that 
character requires special handling, and 
cannot be covered by any general rule. If 
this test can be applied to the annex of the 
Hartford Fire, the New York Underwriters’ 
Agency, which is the chief bone of conten- 
tion, a satisfactory solution may be found, 
but if there is a defined purpose on the 
part of competing companies to delay the 
application of a single agency rule, by 
insisting upon a curtailment of rights and 
privileges enjoyed by the Hartford Fire, it 
is almost certain that all efforts to estab- 
lish a single agency rule will come to 
naught. 


Incorporating Under- 
writers’ Agencies. 
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The New York Underwriters’ Agency 
was established by Alexander Stoddart, 


The New York Under: J22U8TY 1, 1864, 


sell: Its first policies 
was Agency. were combined 


policies, the companies interested being 
the Germania, Hanover, Niagara, and Re- 
public. In 1874 the business was contin- 
ued under combined policies of the Ger- 
mania and Hanover. From 1884 to 1894 
the companies interested were the Hanover 
and Citizens. In 1894 a permanent ar- 
rangement was made with the Hartford 
Fire Insurance Company, whereby policies 
of the New York Underwriters’ Agency 
are guaranteed by the latter company. 
The management of the New York Under- 
writers’ Agency is entirely distinct, as 
under the previous arrangements, and its 
agency plant, lines and field force separ- 
ate and independent. Since its organiza- 
tion in 1864 the New York Underwriters’ 
Agency has always been recognized as a 
distinct entity, and has been an individual 
member of the various underwriting organ- 
izations wherever doing business. Prior 
to 1894 the business of the New York 
Underwriters’ Agency was confined to the 
Western and Southern states, but when it 
reinsured the Guardian of London, it ap- 
pointed the Guardian’s agents in the East- 
ern states to represent it. 

Do these facts warrant the conclusion 
that the Underwriters’ Agency was’ estab- 
lished by the Hartford Fire for the pur- 
pose of multiplying its agents? Was there 
any actual increase of competition such as 
occurs when a company plants new agents? 
If an application of the test which we have 
suggested shows that the acquirement of 
the Underwriters’ Agency gave the Hart- 
ford Fire new and special privileges not 
enjoyed by others, and that it resulted in 
the multiplication of agents, then there 
are some rational grounds for attempting 
to handle this matter in conjunction with 
the establishment of a single agency rule ; 
otherwise not. 


¥ 


During the past month two full meetings 
of the Committee of Twenty-Seven and 


l t- 
Report of the Committee ““YS™®. MSS 


of Twenty-Seven. 


ings of the sub- 
committee on 
rates and commissions have been held. 
While the work of this committee has pro- 


gressed slowly, and on that account has 
excited some criticism, it has nevertheless 
formulated its plans as fast as is consistent 
with efficiency. Its original program has 
been modified and changed from time to 
time, in order to harmonize conflicting 
interests. A general scheme of co-opera- 
tion has been agreed upon which will be 
submitted to a meeting of companies June 
21. This plan provides for the appoint- 
ment of a central committee of officers and 
managers, having general supervision over 
rates, expenses and State legislation. It is 
provided that as soon as appointed this 
committee shall immediately endeavor, 
through local boards and other organiza- 
tions, to secure a readjustment of rates 
upon such hazards and in such localities 
as have shown a loss during the past few 
years. It is also provided that the com- 
mittee shall use its influence to establish 
through the same medium by the use of 
schedules, minimum and specific rates 
which will produce an even level of profit 
on all classes of hazards. It provides for a 
flat commission of twenty per cent. in ex- 
cepted cities and fifteen per cent. outside, 
excepted cities to include none of less than 
200,000 inhabitants. An alternative con- 
tingent of ten and fifteen and fifteen and 
fifteen may be paid. There is a clause 
permitting salaried agents in large cities 
on the plan recently suggested before the 
Southeastern Tariff Association. All bro- 
kerages will probably be limited to ten 
per cent. The position of the committee 
upon multiple agencies is referred to else- 
where. The committee’s report will pro- 
vide for a reorganization of local boards in 
cities of over 100,000 inhabitants upon a 
uniform basis. 


Other important features of the agree- 
ment are observation of tariff rates, prohibi- 
tion of schedule policies except on railroad 
property, reinsurance only with signers 
and the use of a coinsurance or reduced 
rate clause throughout the country. 

It is deemed essential by the Committee 
of Twenty-Seven to secure cooperation 
upon agency compensation if any attempt 
is to be made to improve the rating situa- 
tion. It is believed that this cooperation 
will be secured, although the committee 
does not expect that all companies, not- 
withstanding adverse losses, will come into 
line. It is stated, however, that several/of 




















the leading non-union companies, which 
may not go so far as to enter into a com- 
mission agreement, will give substantial 
support thereto, very much as they do at 
preseut upon rates. The cooperation ofa 
few non-union companies is not expected, 
but serious objections may not be raised to 
the payment of differential commissions by 
these companies, where moderate lines 
only are written. 


¥ 


Widespread attention has been centered 
upon the first conference between the 
Codie with special committees ap- 
Local Agents. pointed by the Western 

Union and the National 
Association of Local Fire Insurance Agents. 
It is understood that the chief efforts of the 
conference have been directed toward se- 
curing uniform action upon multiple agen- 
cies and State legislation. 

There is, of course, some desire upon 
the part of both organizations to secure 
mutual endorsement. The Western Union 
would, not unnaturally, like to strengthen 
itself through the’ means of the National 
Association. The National Association has 
already endorsed company organizations, 
and deprecated ‘‘the tactics pursued by 
certain companies tending to demoralize 
the insurance business and destroy all 
organizations.”’ It is not probable that 
the Western Union will, at this time, 
expect the National Association to endorse 
company organizations in more specific 
terms, or attempt to secure its support in 
any particular program, such asthe graded 
commission—separation rule. In view of 
the endorsement given to company associa- 
tions by the National Association, it is not 
improbable the companies will find it to 
their interest to reciprocate, by instruct- 
ing their agents to become members of the 
State and national organizations. 

While the details of the conférence at 
Chicago have not been given out, the evi- 
dence at hand indicates that upon multiple 
agencies and State legislation the views of 
the two committees are in substantial har- 
mony. Chairman A. F. Dean, of the 
Western Union committee, says, ‘‘ The 
meeting was entirely harmonious at every 
point.”” Chairman George D. Markham, 


of the National Association committee, 
says, ‘‘The Chicago conference was very 
significant in cordial concurrence.”’ 


It is 
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stated that a general program covering 
these two issues was formulated. Another 
meeting will be held the latter part of this 
month, at which specific action may be 
taken. The committees’ plans, especially 
in regard to multiple agencies, hinge 
somewhat upon those of the Committee of 
Twenty-seven. The work of the confer- 
ence committees will undoubtedly have 
some influence in shaping the action of the 
National Association at its annual confer- 
ence at Milwaukee in August. 


> 


The so-called Committee on Publicity, of 
the Western Union, appointed at the last 
meeting in Philadel- 
phia, has made a re- 
port to the companies 
recommending the publication of a special 
organ designed to promote the interests of 
the Western Union. It is proposed to issue 
a monthly publication, printing 25,000 
copies for circulation among local agents, 
the cost to be borne by the members of the 
Union. The grounds upon which this 
recommendation is made are that the 
insurance press does not place the Western 
Union officially in touch with the local 
agents, nor render very essential assistance 
in the promotion of its programs, particu- 
larly in regard to graded commissions and 
separation. The committee also points out 
that the circulation of these papers is more 
or less limited, and confined to particular 
sections. The committee believes that the 
issuance of a special organ is necessary in 
order to fairly present to agents the West- 
ern Union side of the argument. Apart 
from this, it contends that such a paper 
would be an important educational medium 
in instructing the agents upon the princi- 
ples of fire insurance, thus indirectly influ- 
encing the opinions of property owners 
upon these questions. 

From a theoretical point of view, there 
is certainly no reason why the Western 
Union shoyld not undertake to publish 
such a periodical. If that organization 
feels that its interests demand such a 
medium of communication with agents, 
it ought to have it. There will be no 
deception involved in the matter. The 
publication will be understood to be the 
special organ of the Western Union, and 
the opinions expressed influenced by the 
special interests of that body. From the 


Proposed Western 
Union Organ. 
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standpoint of the reader, such a publica- 
tion ought to be of great value. It is 
worth a reasonable subscription price, 
since it would furnish an insight into the 
policies of one of the most important 
underwriting organizations in the coun- 
try, and bring insurance men in touch 
with the underwriting views of some of 
the brightest lights in the business. No 
underwriter, who desired to be thoroughly 
posted upon all the influences controlling 
the business, would fail to be without this 
very interesting and important periodical. 

From a practical point of view, some 
very substantial difficulties may prevent 
the consummation of the plan. Many of 
the company managers are opposed to it, 
both on account of its expense and feasi- 
bility. It is opposed almost unanimously 
by the insurance press, on the mistaken 
theory apparently that it will adversely 
affect their interests. The existence of a 
special organ designed to promote the in- 
terests of the Western Union would not in 
any way lessen the demand for independ- 
ent publications; but, on the contrary, 
would tend to increase thedemand. The 
expense of issuing such a large edition as 
is contemplated will be very great. It 
will be almost impossible to secure the 
advantages of second class postage. The 
laws governing this matter are especially 
designed to protect regular publications 
against the competition of organs issued to 
promote special interests by practically 
free circulation. 


> 


One of the chief problems engaging the 
attention of underwriters at present is that 
of excepted cities, of 
which there are six- 
teen throughout the 
United States. The problems involved re- 
Jate both to premium rates and expenses. 
It is estimated that these cities yield to-day 
an annual income of about $33,000,000, and 
that the expenses do not average less than 
thirty-five per cent., and probably nearer 
forty. According to the report of the 


Premiums and Losses 
in Large Cities. 


Committee on Statistics of the National 
Board, just made, the annual fire loss in 
these cities appears to be about $22,000,coo. 
Without placing absolute reliance upon 
the estimated premium income, it is, nev- 
ertheless, probable that these figures indi- 
cate a condition which actually exists 


to-day in connection with these excepted 
cities; namely, a very high expense ratio 
and an average rate which does not pro- 
vide for the losses which actually occur. 
It is probably true that much the larger 
portion of the heavy loss during the past 
year or two has occurred in these large 
cities ; a not unnatural result, because com- 
petition in these great mercantile centers, 
both as to rates and commissions, is much 
more severe than in the outlying districts. 
The Committee of Twenty-seven has given 
this phase of the situation very careful 
consideration. The action of the Western 
Union in reassuming control over these 
cities in its territory, with the proviso that 
a plan acceptable to ninety-five per cent. 
of the companies should be adopted, was 
undoubtedly the outcome of the attention 
given this question by the Committee of 
Twenty-seven. Although steps have been 
taken to improve the rate situation in 
these excepted cities, there are many 
underwriters who are doubtful if it will be 
possible to effect very much improvement 
in the expense ratio. It is conceded, how- 
ever, that the inauguration of the single 
agency system would result in very mate- 
rial improvement. It has been pointed 
out that improvement in the expense ratio 
necessitates a limitation of agencies, since 
high commissions are due chiefly to com- 
petition upon brokerage. Unless there is 
a limitation of agencies, it will be practi- 
cally impossible to secure uniform action 
upon brokerage, because it is only neces- 
sary for a company to appoint a broker as 
its agent in order to evade the rules. 


¥ 


The increasing strength of the stateagency 
associations is shown in the action taken 
by a number dur- 
ing the past month 
upon the various 
important problems of the business, which, 
with the approach of the annual conven- 
tion of the National Association, affords 
some indication of the line of policy likely 
to be putsued by that body. The question 
of overhead writing, so far as general prin- 
ciples are concerned, has been definitely 
settled.. The agitation of the multiple 
agency question during the past year has 
established a prevailing sentiment through- 
out the country in favor of single agencies. 

The detailed problems connected with 


Progress of the Agency 
Associations. 




















these questions, however, remain to be 
worked out. While the action of the 
National Association has largely stopped 
overhead writing by companies, the prac- 
tice still exists among agents themselves. 
It will be necessary to regulate this prac- 
tice before the question is finally adjusted 
to the satisfaction of all concerned. It has 
been long felt that overhead writing by 
agents was as large, if not a larger evil 
than overhead writing by companies. The 
matter was brought up for discussion be- 
fore two of the state associations during 
the past month. The president of the 
Kentucky Association, Mr. A. H. Robin- 
son, made particular reference to the 
matter in his annual address. The com- 
plete protection of the members of the 
agency associations requires legislation 
directed against the invasions of fellow 
agents, as well as of the companies. 


> 


The unsettled problems agitating the 
agency associations, relate to rates, com- 
missions and state 
legislation. In view 
of the exigencies 
confronting the companies, together with 
the established fact that rates to-day are 
too low, pressure has been brought upon 
the agents to facilitate a readjustment of 
rates upon a profitable basis. It is note- 
worthy that at the annual meeting of the 
New York State Association a declaration 
was made in favor of uniform rates. It 
was voted as the sense of the meeting 
that the members of the association should 
represent only such companies as are work- 
ing ‘‘harmoniously with local boards 
throughout the state.’ 

The commission question has received 
pronounced attention. Two associations, 
Maine and Alabama, have declared in 
favor of uniform commissions; the former 
for a flat fifteen per cent. commission and 
the latter for a low flat commission on pre- 
miums and a contingent commission on 
profits. No figures were named but the 
sentiment of the agents was in favor of a 
ten per cent. flat and a twenty per cent. 
contingent. ‘he extended discussion of 
commissions in the last number of this 
magazine has thrown a very strong light 
upon the situation, and tended to strengthen 
the views of companies and agents upon 
this important question. As is well known, 


Rates, Commissions 
and Legislation. 
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an unsuccessful attempt was made at the 
last meeting of the National Association to 
place this organization on record in favor 
of a uniform commission. It was not con- 
sidered practical, at that time, for the 
Association to attempt to handle this deli- 
cate question. Many agents, prominently ° 
identified with the movement, do not favor 
a declaration upon uniform commissions, 
believing that this is entirely a question 
for the companies to settle. It is proba- 
ble, however, that in time the National 
Association will be faced by this problem 
and will then be obliged to declare itself 
one way or the other. 

On the matter of State legislation the 
indications are that agents and companies 
intend in the future to work in harmony. 
Although in the south and west, on account 
of the conflict between union and non- 
union companies, anti-commission legisla- 
tion has been passed, it appears, neverthe- 
less, that it is not receiving the approval 
of the State associations. The agents realize 
that it is merely opening the door to legis- 
lation which may interfere more directly 
with their own interests. 

The evidence thus far presented is that 
local agents are in favor of uniform com- 
missions, equalization of rates upon a more 
profitable basis and less State legislation. 


¥ 


A question which has been discussed 
during the past month is that of the 


The Control of expenses of State 


Rentaie Meteditiens and national associ- 
gency * ations. It has been 


suggested that these expenses be borne 
by the companies. In connection there- 
with an opinion appears to prevail in some 
quarters that the company associations 
should assume control over the agency 
organizations. It is not known how exten- 
sively this opinion prevails, but it certainly 
ought to be opposed by those interested in 
the welfare of the agency movement, the 
influence-of which rests entirely upon its 
independence. It would be a mistake for 
the agents to consent either to the support 
of their organizations by the companies or 
the delegation to them of any of their 
authority. The entertainment of such a 
proposition shows that there has been some 
misconception as to the causes leading to 
the organization of local agency associa- 
tions and the purposes for which they 
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were formed; namely, to guarantee to the 
local agents fair and equal treatment in 
the adjustment and readjustment of eco- 
nomic conditions in the business of fire 
insurance. A close analysis of the move- 
ment, together with a careful observation 
of its possibilities, makes it clear that any 
sacrifice of independence would be a grave 
error. It is for the best interests of the 
companies to recognize the right of their 
agents to organize and encourage them in 
every movement designed to improve con- 
ditions, showing always a disposition to 
confer with them upon matters relating 
both to mutual and conflicting interests. 
If the same spirit is shown by the local 
agents themselves, these associations will 
become a powerful source of good to all, 
but it would be bad judgment if the agents 
should depart from the principles of self- 
support, or for the companies to seek to 
bring these associations in any way under 
their jurisdiction or dictation. 


> 


Continued progress is being made in the 
organization of new associations and the 
strengthening of those 
already in existence. 
In the western states 
particularly, where the question of State 
legislation is such a vital one, every effort 
is being made to bring all agents into line. 


Among the State 
Associations. 


The managers of the companies are en- 
couraging this work, realizing that these 
most important defences against adverse 
legislation should be well organized before 
the campaign of Igor. 

The general situation is marred some- 
what by the reports of dissension in one or 
two of the southern associations, particu- 
larly in Louisiana. Advices received from 
New Orleans state that the Louisiana Asso- 
ciation is hopelessly disorganized and will 
not be able to send delegates to the national 
convention. An official of this association 
is authority for the statement that this 
unfortunate result is due to the attempt 
made last fall to antagonize the Southeast- 
ern Tariff Association on the fifteen per 
cent. commission pledge. The results in 
Louisiana plainly show that it is a fatal 
error for agents to antagonize and fight the 
companies. Every effort ought to be ex- 
pended toward promoting harmonious rela- 
tions by conference and cooperation. More 
can be accomplished in this way than in 
any other. The Southeastern Tariff Asso- 
ciation has placed itself strongly upon 
record in favor of such conference and 
cooperation, and it remains for the local 
agents of the south, particularly of Louisi- 
ana, to exhibit a like conciliatory’ spirit. 
In this way only can they hope to obtain 
permanent results for themselves. 





























THE PRESS ON FIRST YEAR TERM VALUATIONS. 


Caustic Criticism of the Editor of Insurance Economics — Suggestive Similarity in the Line 
of Attack and Argument. 





year term reserve. 


project. 
and Whiting. 
from an American standpoint. 


the first year term reserve. 





THE SPARK WHICH CAUSED THE EXPLOSION. 


Mr. Wolfe asks for the names of those actuaries who are opposed to the first 
It is not necessary to give them because the defenders of 
this expedient have quoted all,— whether alive or dead, residing at home or 
abroad,— whom they could possibly construe as giving aid and comfort to the 
Mr. Wolfe names Messrs. McClintock, Macaulay, Fackler, Homans 
Mr. Macaulay is a Canadian and does not view the question 
Mr. Homans is dead and cannot testify in his 
own behalf, but credible witnesses state that before his death he expressed the 
opinion that it would be impossible to value the first year’s insurance upon any 
basis other than the established state standards. 
Fackler is, retained as consulting actuary by companies interested in promoting 
Mr. McClintock’s position is defined in the 
appended correspondence.— From Insurance Economics for May. 


Mr. Whiting was, and Mr- 








(FROM THE ‘‘ WEEKLY UNDERWRITER.’’) 


We have been somewhat amused by the 
discussion of the valuation of the first years’ 
premium of term policies of life insurance, 
conducted by Actuary S. Herbert Wolfe 
and Editor Henry H. Putnam in the col- 
umns of INSURANCE ECONOMICS. It is not 
our intention, at present, to enter into this 
controversy, or to take sides with’ either 
contestant. But we would like to remark 
that common courtesy to a contributor 
entitles him at least to fair play. When 
Mr. Wolfe, for instance, asks Mr. Putnam 
for the names of those actuaries who are 
opposed to the first year term reserve, Mr. 
Putnam replies, not by giving them, but by 
the dodging statement that “‘ it is not neces- 
sary to give them, because the defenders of 
this expedient have quoted all-—whether 
alive or dead, residing at home or abroad 
—whom they could possibly construe as 
giving aid and comfort tothe project.’’ He 
then proceeds to discount the weight of the 
actuarial authority which Mr. Wolfe cited 
as in favor of the first year term reserve, by 
comment which, to say the least, is decid- 
edly supercilious, and which seriously 
raises the question of how much a would- 
be teacher of life insurance economics is to 
be relied upon who allows his zeal for a 
theory of State department treatment of 





the matter to run away with his judgment. 
Mr. Putnam says: ‘‘Mr. Macaulay is a 
Canadian, and does not view the question 
from an American standpoint.’’ Does Mr. 
Putnam mean to say that the settlement of 
an actuarial question is subject to climatic 
or geographical conditions, or that the 
eminent president of the Actuarial Society 
of America is disqualified to express an 
opinion in the domain of his chosen pro- 
fession because of his nationality? Of two 
other authorities cited by Mr. Wolfe, Mr. 
Putnam says: ‘Mr. Whiting was, and 
Mr. Fackler is, retained as consulting 
actuary by companies interested in pro- 
moting the first term reserves.’’ What 
shall we say of an editor who presumes to 
teach the economics of life insurance and 
who allows himself, for the purpose of 
demolishing a contestant, to make an 
implied attack upon the judgment and 
honesty of men who had won their spurs 
as trustworthy actuaries before Mr. Putnam 
was out of his clouts? We are inclined to 
think that had Mr. Wolfe suspected how 
he was to be treated by the editor of INsuR- 
ANCE Economics he would have declined 
toenter his arena. The question at issue, 
from its very nature, should be determined, 
we believe, according to the terms of the 
policy contract. In the case of one com- 
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pany, at least, which issues the kind of 
policy in question, it is a well-known fact 
that its contract was submitted to the New 
York department and approved before it 
was put upon the market, and this depart- 
ment has since valued these policies upon 
the one year basis. Mr. Putnam ought not 
to muddle law and actuarial science, or 
expect that other people will have a very 
high opinion of one who, setting himself 
up as a teacher, has so little regard for 
accuracy or the reputation of his fellow 
men, as Mr. Putnam has shown on this 
occasion. 


(FROM THE ‘‘ SPECTATOR.’’) 


In an article in INSURANCE ECONOMICS, 
entitled ‘‘ Valuation of the First Year’s 
Premium,’’ S. H. Wolfe, actuary, criticises 
the position taken by the editor of that 
journal upon a point that has excited some 
discussion of late, to the effect that it is 
neither safe nor lawful to treat the first 
year’s premium as payment for term insur- 
ance. Mr. Wolfe points out the fact that 
State laws do not prescribe the values of 
any insurance contract, but merely pre- 
scribe the standards which shall be used in 
their valuation. His article is an able 
presentation of the argument in favor of 
the justice of treating the first year’s pre- 
mium as term insurance. He maintains 
that a company is dealing honestly and 
fairly by its policy-holders when it provides 
lower reserve values and higher expense 
values for the first year, but amply safe- 
guarding the interests of these policy- 
holders by providing for the accumulation 
of a higher reserve thereafter. It is so well 
understood that the cost of obtaining busi- 
ness consumes the greater part of the first 
year’s premium, that it is necessary to 
make some provision for meeting it, or it 
must be paid for by the older members. 
The editor of INSURANCE ECONOMICS re- 
plies to Mr. Wolfe in the same number of 
that journal, but meets argument with mere 
assertion. He speaks lightly of such noted 
actuaries as McClintock, Fackler, Homans, 
Whiting, and Macaulay, who have ventured 
to hold opinions contrary to his. He says 
that because Mr. Macaulay is the actuary 
of a Canadian company he does not view 
the question from an American standpoint. 
Actuarial science is not limited by geo- 
graphical boundaries, and Mr. Macaulay’s 
reputation in his profession is world-wide. 


Besides, he is president of the Actuarial 
Society of America, and his company does 
business in the United States, and if there 
is a purely American view of a distinctly 
actuarial question, he is pretty sure to be 
familiar with it. The fling at Mr. Fackler 
and Mr. Whiting to the effect that they 
have been retained as consulting actuaries 
by companies interested in promoting the 
first year term reserve, is unworthy of any 
intelligent writer on the subject of life 
insurance. The gentlemen referred to 
made their reputations in connection with 
old established life companies; one is still 
employed by them, and the other was up 
to the day of his death; Sheppard Homans, 
who is also referred to in a slighting man- 
ner, was a vigorous and pronounced advo- 
cate of the first year term reserve principle, 
and it was largely due to his efforts that it 
was recognized by various State depart- 
ments. The editor of INSURANCE ECONOM- 
Ics elicited a letter from Mr. McClintock, 
which he prints in connection with the 
article referred to, and the following extract 
therefrom indicates that that gentleman 
has not changed his opinion from that 
expressed some yearsago. Mr. McClintock 
says: ‘‘If a young company were free to 
compute its own reserve, making due pub- 
lication of the details, it would not impair 
its security by beginning its reserves on 
ordinary life policies the second year, or 
by holding reduced first year reserves on 
other forms of policy.’? On the whole, the 
argument, as printed, is decidedly opposed 
to the position assumed by the editor, and 
in favor of Mr. Wolfe’s views, in which the 
latter is supported by all recognized ac- 
tuarial authorities in this country and in 
England. 

The editor of Economics utterly fails to 
meet the challenge of Mr. Wolfe. He does 
not name a single authority in support of 
his contention, but, on the other hand, 
employs subterfuge and misstatement of 
fact. 


(FROM THE ‘‘ INSURANCE PRESS.’’) 


The long suit of INSURANCE ECONOMICS 
at the present moment is a discussion of 
the valuation by insurance departments of 
life insurance policies when the contract 
stipulates that the insurance shall be term 
insurance the first year. Mr. Putnam ap- 
pears to consider that he is discussing the 
‘Valuation of the First Year’s Premium,”’ 























for that is the heading he gives to the arti- 
cles in the May number of his magazine. 
We think that another title would be more 
accurate, such as the Valuation of a Life 
Insurance Contract According to Its Terms. 
The proposition the able editor of INsuR- 
ANCE ECONOMICS is trying to maintain is 
that life insurance policies may be valued 
on a different basis than the actual terms 
of the contract —if an insurance commis- 
sioner so decrees. The question does not 
relate to the first year’s valuation, funda- 
mentally. It is more comprehensively 
defined by saying that it relates funda- 
mentally to the principle of the right of 
two parties to a life insurance contract to 
enter into whatever agreement they choose, 
provided it is legal and proper. When 
that agreement, or policy, goes before an 
insurance department to be valued, should 
it be valued for what it is, or should it be 
valued according to an insurance commis- 
sioner’s idea of what the contract ought to 
be? Our Boston contemporary must de- 
fend the position it has taken, that insur- 
ance commissioners have extra official 
powers, the power to revise or set aside 
contracts — or it must acknowledge that it 
has made a mistake and that it recognizes 
and concedes a limit to arbitrary acts by 
insurance commissioners. 


An article contributed by S. H. Wolfe, 
the consulting actuary, has the place of 
honor in INSURANCE Economics for May. 
Mr. Wolfe’s purpose was to set the editor 
right. He asked the editor to publish 
the names and opinions of the actuaries 
(vaguely referred to in the April number 
of the magazine) who support INSURANCE 
ECONOMICS in its strange contention that 
the nature of life insurance contracts is not 
set forth by their terms. Instead of crush- 
ing his contributor by giving the names, 
the editor remarks that ‘‘it is not neces- 
sary to give them.’’ If he had stopped 
there, it might have been presumed that 
Mr. Putnam was merely too tired to give 
them, or that he had so much regard for 
Mr. Wolfe that he did not wish to humili- 
ate him by publishing a formidable list of 
eminent names. But he did not pause 
there. He felt called upon to explain why 
he would not call witnesses. Thereupon 
he said : 

‘“Mr. Wolfe names Messrs. McClintock, 
Macaulay, Fackler, Homans and Whiting. 
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Mr. Macaulay is a Canadian, and does not 
view the question from an American stand- 
point. .Mr. Homans is dead, and cannot 
testify in his own behalf, but credible 
witnesses state that before his death he 
expressed the opinion that it would be 
impossible to value the first year’s insur- 
ance upon any basis other than the estab- 
lished State standards. Mr. Whiting was, 
and Mr. Fackler is, retained as consulting 
actuary by companies interested in pro- 
moting the first year term reserve.”’ 

Mr. Macaulay is not a competent witness 
because he wears Canadian spectacles! 
Mr. Homans is dead —a good reason why 
he can’t be heard, yet INSURANCE Eco- 
NOMICS endeavors to make him speak. 
Mr. Whiting is dead, also, but it would 
not accept him as a credible witness be- 
cause he was ‘“‘retained.’’ Mr. Fackler is 
‘‘retained,’’ likewise. In other words, 
Mr. Fackler is ‘‘ bought up,’’ and has opin- 
ions for sale only! Is that the imputation? 


Not to stand wholly alone, Mr. Putnam 
brings forward a witness in the person of 
Emory McClintock, at the mention of 
whose name American actuarial hats are 
lifted always. Now Mr. Putnam knows 
that if Mr. McClintock had his way State 
supervision would be wiped off the slate 
altogether. Yet INSURANCE ECONOMICS 
actually reprints an extract from one of his 
addresses in which ’tis said : 


‘‘While other causes were at work, the 
chief cause of the universal slaughter of 
small companies which took place about 
twenty-five years ago was the legal require- 
ment of a reserve in the first year of each 
policy. The energies which in this grow- 
ing country might have been turned toward 
the establishment of new and prosperous 
life companies were directed by this reserve 
difficulty into another channel, and a great 
cry arose for life insurance without re- 
serves. Had Dr. Sprague’s proposal been 
available under our laws, we should have 
heard coniparatively little of assessment 
insurance with all its good and all its evil. 


‘““‘What is the remedy? The old life 
companies do not need one; and yet there 
should be no legal distinction between 
them and the newer organizations. As 
regards the latter class, at any rate, the 
remedy is plain. Make no attempt to en- 
force State valuations. Repeal all laws 
assuming to regulate contracts. On the 
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other hand, require of every society abso- 
lute publicity concerning the essential 
elements of its accounts, including its 
reserve valuations.’’ 

We suspect that Mr. McClintock is mis- 
chievous. He brings his personal views 
to Mr. Putnam’s attention and then writes 
him a letter telling what he might do if he 
‘‘were a commissioner.’’ But Mr. McClin- 
tock is not a commissioner, although he is 
something of a joker. We have his word 
for what he would do if he were the em- 
bodiment of all State supervision. He 
would make ‘‘no attempt to enforce State 
valuations.”’ 

After a careful perusal of the May num- 
ber of INSURANCE ECONOMICS we do not 
see that the possible interruption of cour- 
teous relations among the insurance de- 
partments of the several States by the 
attitude assumed by the insurance com- 
missioners of Massachusetts and Vermont 
is to be commended on any principle of 
right, propriety or expediency. Life insur- 
ance companies are free to make contracts 
that accord with the laws. And insurance 
departments will do their whole duty if 
tney value life insurance policies according 
to their terms. 


(FROM THE ‘‘ UNITED STATES REVIEwW.’’) 


Brother Putnam, of INSURANCE Eco- 
NOMICS, is one of the few journalists who 
have come out against the principle of one 
year term insurance during the first policy 
year. The renewed discussion of the sub- 
ject, which was, we believe, precipitated 
by the United States Review asa result of the 
arbitrary valuation rulings of the Vermont 
Commissioners, which led to the Vermont 
Life Insurance Company being forced out of 
business, has become alike prolific and 
absorbingly interesting, and it is not im- 
probable that before the agitation ceases a 
more definite understanding both as to the 
actuarial and legal status of the principle 
involved will be reached than exists at 
present. Among the latest of the expert 
contributors to the discussion is Actuary 
S. H. Wolfe, who has furnished to the cur- 
rent number of INSURANCE ECONOMICS a 
very readable article entitled ‘‘ Valuation of 
the First Year’s Premium,’’ in which he de- 
fends the one year term principle with nota 
little ability, his article being intended as a 
reply to an editorial upon the other side 
of the subject which appeared in the April 


number of the above magazine. One of 
the contentions in that editorial was in 
effect that the one year term system ‘‘is 
opposed to sound principles of life insur- 
ance,’’ and that the opponents of it repre- 
sent “‘the best actuarial talent in the 
country.’’ This claim is not, however, as 
conclusively supported by the facts as the 
uninitiated might infer from the ex cathedra 
air with which it is made. And evidently 
Mr. Wolfe does not think so either, for in 
his INSURANCE Economics article, after 
stating that the ‘‘ actuarial talent’’ referred 
to ‘‘cannot be Mr. McClintock or Mr. 
Fackler or Mr. Macaulay or the late Shep- 
pard Homans and William D. Whiting, 
for all of these gentlemen have placed 
themselves upon record in opposition ’’ to 
the contention, he says: 

“To the best of my knowledge and be- 
lief, there has never appeared an article 
under the name of any of the leading actu- 
aries of this country or of any other which 
takes any other view than an advocacy of 
the preliminary one year term method. 
Under these circumstances, I think I am 
justified in asking you to publish the opin- 
ions, with names, of the actuarial talent 
referred to.’’ 

It was a manifestly fair request‘ that 
Actuary Wolfe thus made, but how does 
Editor Putnam answer it? Well, to quote 
the Weekly Underwriter, ‘‘He proceeds to 
discount the weight of the actuarial author- 
ity which Mr. Wolfe cited as in favor of 
the first year term reserve by comment 
which, to say the least, is decidedly super- 
cilious, and which seriously raises the 
question of how much a would-be teacher 
of life insurance economics is to be relied 
upon who allows his zeal for a theory of 
State department treatment of the matter 
to run away with his judgment.’’ But that 
is not all, for in his comments upon the 
actuaries in question, he coolly argues that 
‘‘Mr. Macaulay is a Canadian, and does 
not view the question from the American 
standpoint!’’ Of all the comical deliver- 
ances made with serious intent that we 
have encountered for many a day, the 
above certainly caps the climax. As if, 
forsooth, a matter of geographical location 
could have any possible bearing upon a 
question of actuarial opinion and therefore 
of actuarial science! We really had not 
believed that our estimable cotemporary 














could make such a wofully “bad break ” 
as that. 


(FROM THE ‘‘INSURANCE REGISTER.’’) 

The effort to bolster his position by the 
opinion of Mr. McClintock is as ill consid- 
ered and ridiculous and as inconsistent with 
his claim of being scientific instead of con- 
troversial, as the rest of the article. First 
there is the effort to diminish the effect of 
the endorsement of this form of contract 
by such actuaries as Messrs. Wolfe, Ma- 
caulay, Fackler, Homans, and Whiting by 
suggesting that the opinions of the first, 
third, and last of these, on a purely actu- 
arial question, have been biased by their 
being, or having been, employed by com- 
panies issuing this form of contract, that 
the opinions of the second, who is the 
president of the Actuarial Society of Amer- 
ica are of no consequence because he resides 
across the national boundary line, and that 
Mr. Homans made an ante-mortem recan- 
tation. Wecan have little respect for the 
mental integrity which induces the impu- 
tation of the prostitution of actuarial attain- 
ments to mercenary motives by men of the 
character and attainments above named; 
nor for the scientific soundness of the prop- 
osition that the value of Mr. Macaulay’s 
opinion on an abstract actuarial proposition 
is determined by geographical considera- 
tions, which is just as logical as would have 
been a depreciation of the opinions of the 
others on the ground that they are not 
habitual Sunday baked bean eaters. 

Lastly, let us consider Mr. Putnam’s effort 
to buttress himself behind an impregnable 
barrier by the use of the name, fame, and 
ability of Mr. McClintock. On reading the 
letter addressed to that actuary its purpose 
to seek, not the truth on a question under 
discussion, but an answer suited to his need, 
is so transparent that one is amazed at the 
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lack of diplomacy displayed. The salient 
inquiry is whether the State departments 
can recognize an ordinary life and endow- 
ment contract which provides for term 
reserve only during the first year; not ‘‘Is 
a contract which distinctly insures on the . 
term plan the first year and secures the 
assured the option of renewal for life or for 
limited payment life thereafter in violation 
of existing statutes?’’ Had he written the 
same inquiry to Mr. Wolfe he would have 
received substantially the same, if a less 
diplomatic answer, for the latter in his 
article had practically admitted that a life 
or endowment policy must be valued as 
such, notwithstanding an agreement be- 
tween the insurer and the assured provid- 
ing for a different standard of valuation 
than that prescribed by the law. But not- 
withstanding the ingenious expedient re- 
sorted to to gain a powerful ally, and 
notwithstanding Mr. McClintock’s amiable 
disposition to be complaisant, he clearly 
and unequivocally admits the reasonable- 
ness and propriety, the sound economic 
principles, of the form of contract upheld 
by Mr. Wolfe and explodes Mr. Putnam’s 
economic fallacies, whatever may be his 
opinion of the possibility of framing a 
contract which, within the terms of the 
law, shall not require the first year reserve 
accumulation made necessary by unwise 
and unjust legislation. in the case of ordi- 
nary and other life policies. 


(From ‘‘ INSURANCE.’’) 

The following from the Weekly Under- 
writer, except in so far as it in- 
juriously abbreviates the name of MonTH- 
LY JOURNAL OF INSURANCE ECONOMICS, 
administers a just rebuke and com- 
mands our hearty approval. [See quotation 
from Weekly Underwriter, reprinted above. 
— Ep1ror of INSURANCE ECONOMICS. |] 
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GROWTH OF THE UNEARNED PREMIUM FUND. 





A Comparison of the Reserves of Twelve Leading Companies between 1875 aad 1859. 


[Prepared for INSURANCE ECONOMICS by Henry HI. Hall.) 





1875. 









































COMPANIES. Premiums. -_ — - a ~ Se - ze 
Continental, N. Y.. .....- 1,523,845! 195,168,042) 951,427) 62.4 | 4.9 
Home, N. Y..--+++eeeee+ e+, 3,082,408, 356,804,236) 1,899,192) 61.6 | 5.3 
Pte, T,.D.,. oid ead vowensnn 1,263,708, 115,544,175) 654,611) 51.9 | 5.7 
pe ee ee 3,579,892, 267,984,340) 1,805,816) 50.4 | 6.7 
Fire Association, Pa. ....... 1,140,441) 136,990,166) 558,548) 48.9 4.1 
Franklin, Pa. .........200. 1,036,984) 165,380,818) 763,596) 73.7 | 4.6 
Hartford, Conn ....++eeeeee 1,913,407, 139,965,539; 988,921) 51.4 | 7.0 
Ins. Co. of No. America, Pa.) 1,559,476) 174,596,333) 1,210,313) 77.6 | 5.9 
Phoenix, Conn.........+00 1,452,672) 115,826,131! 836,955) 57.9 | 7.3 
Liverpool « Lon. & Globe, Eng.) 2,328,140) 202,598,240) 1,246,249) 538.5 | 6.1 
No. British « Mercantile, Eng.) 1,429,355) 114,825,674 814,830) 57.0 | 7.1 
Ti ons i.e nnsncins 1,684,232) 154,947,315) 1,106,808) 65.9 | 7.2 

ee eye eT ee 21,994,560/2,140,626,009|12,832,266) 58.3 | 5.9 
1899. 
. ee . , ’ Net Amountin | Unearned B aa & EE 
COMPANIES. Premiums. Force. | Premiums. Pod i so 
a £\& £8 
Continental, N. Y.......... 3,876,079) 829,124,137, 3,968,337|102.4 | 4.8 
Pe, Ths Bea csevcsccowees 4,239,344 861,823,861) 4,183,634) 98.8 | 4.8 
Phoenix, N. Y.ecsccscccvsc 2,998,159) 523,989,883) 2,936,770) 97.9 | 5.6 
i MN 5s reinnenn o6Ks | 3,674,705| 532,014,033) 3,135,964) 85.4 | 5.9 
Fire Association, Pa. .... «+ +| 2,510,056) 364,428,274) 2,089,870) 83.3 | 5.7 
err 485,613, 84,325,738 491,163)101.3 5.8 
Hartford, Conn. .....-+esee | 6,224,179}. 923,000,670; 5,286,800, 84.9 | 5.8 
Ins. Co. of No. America, Pa.| 3,608,574} 606,527,739) 3,113,950) 86.4 | 5.1 
Phesmia, Comm. .- «+ 0000.02081 2,678,167, 376,105,474; 2,045,305, 75.5 | 5.4 
Liverpool « Lon. & Globe, Eng.| 4,717,490) 884,050,765) 8,552,960) 74.9 | 4.2 
No. British « Mercantile, Eng.) 2,322,457) 382,961,073) 1,943,920) 83.7 | 5.1 
Royal, Eng.....---++++++++| 4,008,029 791,798,369) 8,598,749| 89.8 | 4.5 
ccd Niona the dies '41,337,852/7,110,145,016/36,327,422| 87.9 | 5.1 
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PUBLICATIONS RECEIVED. 


‘‘Fire Insurance in New England.” A 
compact publication showing the risks 
written, premiums received, losses in- 
curred, and loss ratios, of all the fire insur- 
ance companies doing business in New 
England for a period of ten years. The 
experience in each State is given separ- 
ately. This is one of the most complete 
publications yet placed on the market, and 
will be used extensively by those who 
desire to study minutely the details of each 
company’s experience in this important 
section of the country. The book is pub- 


lished by the Standard Publishing Com-_ 


pany, 60 India street, Boston, Mass., and 
can be purchased for $1.00 per copy. 


“The Prevention of Loss by Fire,’’ by 
Edward Atkinson. This is a publication of 
a hundred pages, embracing the personal 
reminiscences of Mr. Atkinson in connec- 
tion with his experience in’ the insurance 
of factories upon the mutual plan. It is 
comprised very largely of a discussion of 
some of the peculiar hazards met with in 
the business of fire insurance, and also 
deals with the general question of fire losses 
and conflagration hazards. Out of his large 
experience Mr. Atkinson is able to offer 
many pertinent suggestions in regard to 
the prevention of loss by fire. Published 
by Damrell & Upham, Boston, Mass. 


‘‘Massachusetts Fire Insurance Report 
for 1900.”” F. L. Cutting, Insurance Com- 
missioner. The principle topic discussed 
is the practice indulged in by some com- 
panies of reinsuring a large part of the 
business at the close of the year to avoid 
an impairment. The commissioner states 
that this unloading of risks to relieve itself 
of reserve liability, while permissible from 
a legal point of view, does not inspire con- 
fidence in the financial strength of the 
company. He says, under the circum- 
stances, public safety demands that the 
company taking over the reinsurance shall 
maintain a full reserve upon the original 
premium, and not upon the amount of 
premium received in there insurance trans- 
action. The position taken by the com- 


missioner will have a strong deterrent 
effect upon the practices which he criticises. 
¥ 

“A Catalogue of the Library of the 
Library Association of Boston,’’ compiled 
and arranged by Henry E. Hess. This is 
a volume of 250 pages, which occupies an 
unique position in the realm of insurance 
literature. The Insurance Library, of 
which this volume is the index, was estab- 
lished some ten years ago, and has been 
maintained since then, mainly through the 
painstaking industry of Mr. Hess. In that 
time an enormous mass of literature relat- 
ing to insurance, principally fire, has been 
accumulated and placed in form for perma- 
nent preservation. More recently Mr. Hess 
has undertaken the stupendous task of 
cataloging the books, pamphlets, reports, 
and maps contained in this library. The 
catalogue is arranged in its simplest form 
and is designed to aid in every way stu- 
dents who are interested in obtaining infor- 
mation upon the various subjects relating 
to insurance. Every page contains evi- 
dence of the care and attention paid to 
minute details, which has always charac- 
terized the work of Mr. Hess. In every 
respect this publication is one of the most 
notable contributions to insurance litera- 
ture. It isthe only thing of its kind, and 
for the first time presents to the publica 
compendium showing what an enormous 
amount of literature exists pertaining to 
the business of fire insurance. It not only 
indicates an absorbing interest in the prob- 
lems of the business, but shows also what 
an infinite variety of subjects stand in a 
position of co-relation to fire insurance. 
Mr. Hess, the founder of the Insurance 
Library and the compiler of this catalogue, 
has won distinction for himself in his 
profession and today occupies an important 
position as manager of the New York Fire 
Insurance Exchange. The catalogue is 
invaluable to those who desire to have at 
hand what Mr. Hess describes as ‘‘a find- 
ing list of fire insurance literature.’’ The 


volume is handsomely printed and bound 
in art canvas, and can be purchased for 
$3.00 by addressing Mr. Henry E. Hess, 
32 Nassau St., New York City. 
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FOR AGENTS AND COMPANIES. 














Fire Insurance 


HAVE ANTI-COMPACT LAWS REDUCED RATES ? 


Showing how the cost of fire insurance to the property-owners is affected by laws designed to 


prohibit joint rate-making on the part of companies, 


ECONOMIC PRINCIPLES OF FIRE INSURANCE RATING. 


A clear, concise explanation of the principles governing the introduction and use of the co- 
insurance, equalization and percentage guaranty clauses, in the fire insurance policy. 


PRACTICAL RESULTS OF VALUED POLICY LAWS. 


Showing the causes and effects of legislation of this character, particularly in the State of New 


Hampshire. 


Nore: The above three pamphlets are of particular value in connection with anti-compact, anti- 


co-insurance and valued policy legislation. 


POLITICAL DUTIES OF LOCAL AGENTS. 


A discussion of modern political conditions, and the opportunities for effective work by the agent in 
his own behalf. A valuable document for those desiring to stimulate interest in local agency associations. 


Life Insurance 


LIFE INSURANCE EXPENSES. 


A practical, concise and impartial presentation of the expense rativs in life insurance, 


LIFE INSURANCE: THE SECOND BUSINESS IN THE LAND. 


A comparison of life insurance with the great industries of America, showing by an interesting 
presentation of statistics, the relative position occupied by*the business to-day; as well as its growth 
as compared with other lines of business. Contains facts which every solicitor of life insurance should 
know, and place in his canvassing equipment. 


INTEREST RATES IN LIFE INSURANCE. 


Showing the interest rates earned by American life insurance companies in the past twenty- 
five years. 


Any of the above pamphlets can be procured at 10 cents per copy. Special rates for large quantities. 








Monthly Journal of Insurance Economics 
55 Franklin St., Boston, Mass. 











CONTRIBUTED ARTICLES 


The following underwriters, prominently identified with the business of life 
insurance in the field and office, are expected during the current year to contribute 
signed articles to this magazine. 


JAMES CGC. BATTERSON, President Travelers Insurance Co., Hartford. 

JOSEPH A. DeBOER, Vice-President, National Life insurance Co., Montpelier. 
RICHARD E. COCHRAN, Vice-President, United States Life Ins. Co., New York. 
H. C. LIPPINCOTT, Manager of Agencies, Penn Mutual Life Ins. Co., Philadelphia. 
JOHN B. LUNCER, Manager Actuary, New York Life Insurance Co., New York 
D. H. WELLS, Actuary, Connecticut Mutual Life Insurance Co., Hartford. 
HOWELL W. ST. JOHN, Actuary, Aetna Life Insurance Co., Hartford. 

JOHN I. D. BRISTOL, Manager North-Western Mutual Life Ins. Co., New York. 
CEORCE W. RICCS, Manager, New York Life Insurance Co., Chicage. 

WM. H. DYER. Manager. Berkshire Life Insurance Co., Boston. 

I. LEIGHTON RECISTER,. Manager, Equitable Life Assurance Society, Philadelphia. 
F. A. KENDALL, Manager, Penn Mutual Life Insurance Co., Cleveland. 
CHARLES W. PICKELL, Manager, Massachusetts Mutual Life Ins. Co., Detroit. 
CLARENCE M. SMITH, Manager, North-Western Mut. Life Ins. Co., San Francisco. 
DAVID N. HOLWAY, Manager, Union Central Life Insurance Co., Boston. 

H. S. BULL, Manager, Home Life Insurance Co., Albany. 

E. W. CHRISTY, Manager, United States Life Ins. Co., Cleveland. 

F. A. C. HILL, Manager, Equitable Life Assurance Society, Boston. 
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A New Weekly Newspaper 
Covering the Whole Field 


of Insurance. @ @ @ @ 


Published at Louisville, Kentucky, Every 
Thursday Morning. 
wy 
Subscription price, $3.00 per anaum. 
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